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EXECUTIVE SUMMARY

Participation in the Food Stamp Pwgram (FSP) has grown dramatically in the past 12
months. Between the second quarter of fiscal year 1989 (1=Y89_1) and FYg0.2, the number of
FSP partic/pants rose by over one million By Malv, h 1990 participation exceeded the 20 million
mark for the first time since 1985. 'me growth in FSP participation has been widespread,
extending to 44 states and the Dhtr/ct of Columbia. But, the size and timing of the increase in
participation have varied considerably by state. Texas, Califom/a, and Florida accounted for
nearly half the increase in pan/c/pation between FY89.2 and FYg0.2. And, while participation
has been growing in these and seven other states for several years, it has turned up for other
states as recently as the first quarter of FYg0.

The size of the recent increa_ in FSP participation is not unprecedented: between
FY79.1 and FYS0.1, part/c/pation increased by about four million individuals. Nor is the level
of FSP participation unusually high: participation also exceeded 20 million from FYS0.4 through
FY84.3. What is remarkable about the recent growth in participation is that there is no
consensus about its causes. It occurred even though there were no major changes in the FSP or
in the economy (at least as measured by the national unemployment rate).

Congrex_____.concerned about the recent increase in FSP participation, asked the U.S.
Department of Agriculture, Food and Nutrition Service (FNS) to conduct a study 'detailing
specific factors and trends respons_le for recent variations in food stamp program estimates'
(U.S. Congress, 1990). In response to that request, tlgs report analyzes the increase and its
causes. But since that increase has been so recent, many of thc data traditionally used to analyze
FSP participation are not yet available for the period of increase. For th/s rea.son, the results and
conclusions presented herein are prcl/mina_.

In principle, a number of factors might have contributed to thc increase in FSP
participation- Among them are such economic factors as increases in unemployment, increases
in the number of "working poor', increases in food prices, and changes in the distribution of
income. They also include such demographic changes as an increase in the number of female-
headed households. And they extend to changes in the number of eligible FSP households under
the recent Immigration Reform and Control Act (IRCA), which affected undocumented aliens
in thc Un/ted States. Recent changes in the FSP-increases in the value of benefits, improved
accessibility and simplified application procedures, and improved program outreach-might also
have contributed to the rise in participation- And changes in other public assistance progrsms-
such as the recent expansions in Medicaid eligibility for pregnant women and children, the wider
availability of benefits from the Supplemental Food Program for Women, Infants, and Children
(WIC), and program expansions in Aid to Fsmilles with Dependent Children (AFDC)-could have
brought more people into the public assistance system and hence into the FSP.

To investigate the causes of the recent increase in FSP participation three research
strategies were used. F'trst, the magnitude and timing of changes in key variables were identified
and compared with changes in FSP participation on a state-by-state bash. Second, the effects on
FSP participation of economic factor_ the legnliT_tion of undocumented aliens, and participation
in AFDC, Medicaid, and WIC were estimated using national and state-level data by quarter.
Third, data on households from the Food Stamp Quality Control databases for FY86 through
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FY89 were cramined to determine whether the increase in FSP participation was a result of more
households entering the program, and whether the characterisfica of households entering the
program had changed recently.

This report finds that no o_e factor explains the recent increase in FSP participation.
Most of the available ev/dence su_ests that three factors-the expansion of Medicaid, the
increase in state unemployment, and the leialization of undocumented aliens under IRCA-
conmbuted, at least partly, to the increase in FSP participation dtuing the past year. Our
preliminary estimates suggest that these three factors may account for between 25 and 43 percent
of that increase and a large group of other factors might be respons_le for the remaining
increase. But, the importance of each of the three factors and the extent to which they together
explain the increase in FSP participation varies by state.

In some states-such as Texas, Arizona, New lersey, Florida, and Penn._'lvania-the
expansion of Medicaid appears to be a major contnbutor but no clear regional pattern is evident.
Our evidence on the importance of Medicaid expansion is relatively weak, however, as it is based
upon projected (rather than actual) state-level counts of Medicaid recipients for FYg0. And no
household-level data are available for FYg0 when many of the changes in Medicaid were
expected to occur.

Increased unemployment was a key contributor to the increase in FSP participation in the
northeast and north central states-but in the western and southern states, an increase in
unemployment was much less important. In fact, unemployment declined in Arizona and Texas,
two of the ten states that had the largest absolute increases in FSP participation.

The legalization of undocumented aliens under IRCA was an important explanatory factor
in California, a state with roughly half the applicants granted resident status. It may also have
been important in other southern and western states, such as Arizona, Florida, and Texas.

For other poss_le causes of the increase-changes in the economy not reflected in the
unemployment rate, demographic and sociological changes, changes in the FSP, and expansions
in WIC and AFDC-not enough data are available to evaluate their role, or the data fail to
provide strong evidence for their importance. Some of these factors, such as economic and
demographic changes, occur slowly and are unl/kely to explain sudden increases in FSP
participation, but they may explain long-term trends in FSP participation.

A striking similarity exists between the timing of the recent increases in FSP participation
and increases in AFDC participation. But since the recent changes in the AFDC prolB-am--the
creation of the Job Opportunities and Basic Skills program and the expansion of the AFDC-
Unemployed Parents pro/lam-are just now being implemented on a widespread scale, it is
unlikely that they caused the increase in FSP participation. Instead, factors that caused the
increase in FSP participation were probably responsible for the increase in AFDC participation
as well

The household-level data show that much of the increase in FSP participation was due to
an increase in the number of households entering the program rather than to an increase in the
length of time households spend in the program. But this result should be interpreted with
caution because it has not yet been possible to examine household-level data for FYg0.

**°
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In short, the anal_is found evidence for thre_ likely contributing factors behind the recent
increase in FSP participation, but it was not able to pinpoint precisely the causes of that increase
or to forecast whether the increase will continue. When more data become available for FYgO

and when add/t/onal research approaches have been explored, FlqS may be in a better position
to explain the increase in FSP participation.
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L INTRODUCTION

The level of participation in the Food Stamp Program (FSP) has grown dramatically in the

past 12 months. Between the second quarter of fiscal year 1989 (FY89.2) and FYg0.2, an

additional one million individ-sh participated in the progrsm_ By March 1990, FSP participation

e_ceodod the 20 million mark for the first time since 1985. The growth in FSP participation has

been fairly widespread across the United States. Forty-four states and the District of Columbia

experienced a growth in FSP participation between FY89.2 and FYg02,. However, the size and

timing of the increase in participation have varied considerably by state. Changes in FSP

participation in three states-Texas, California, and Florida-accounted for nearly half of the total

increase in participation between FY89.2 and FYg0.2. And, while some states, mostly in the

south and west, experienced a steady increase in participation throughout tho previous three or

four years, other states experienced denllning participation followed by an upturn only during the

first quarter of FYgO.

,_ The size of the recent increase in FSP participation is not unprecedented: between

FY79.1 and FYS0.1, participation increased by about four million individuals. Nor is the level

of FSP participation unusually hisS: participation also exceeded 20 million from FYS0.4 through

FY84.3. What is remarkable about the recent growth in participation is that there is no

consensus about its causes. It occurred even though there were no major changes in the FSP or

changes in the national unemployment rate. But, as recently reported in The New York Tunes

(Uchite!le, July 16, 1990), many states are showing signs of economic slowdown that are not

reflected in national economic indicators.

Con_ess is concerned about the recent increase in FSP participation. The increase in

participation caused total pro/ram benefit costs to increase more rapidly than projected, thus

necessitating a supplemental appropriation for the FSP in FYg0. Because of its concerns
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regarding the growth of the FSP, Congress asked the U.S. Department of Agriculture, Food and

Nutrition Service (1NS) to conduct a study "detniling specific factors and trends respons_le for

recent variatiom in food stamp program est/mates" (US. Congr____*.1990). In response to that

request, th/s report analyzes the causes of the increase in participation.

We explore a variety of pmst_le explanations for the increase. These include changes in

econom/c factors not reflected in the national unemployment rate, changes in demographic

factors, changes in immigration legislation, changes in the FSP itself, and increases in participation

in other public a._tance programs.

Since the increase in FSP participation has occurred so Lece__ntly,much of the data which

would help explain the increase are not available. For ezrsm_ple, large data sets, such as the

Survey of Income and Program Participation and the Current Population Survey, do not as yet

cover this recent period. Hence, many of the techniques that have traditionally been used by

FNS to analyze changes in FSP participation c_n,_ot be used to analyze the recent increase.

Thus, in this report, we have adopted three alternative research strategies for assessing the causes

of the increase in FSP parficipat/on:

1. Identifying the magnitude and timing of changes in key variables on a state-by-
state basis and comparing them against the changes in FSP participation

2. Using national-level and state-level data to estimate regression models of
FSP participation

3. Using household-level data to exnmlne changes in the number of
households entering the FSP, and changes over time in the characteristics
of the entrants

As background for our discussion in this report, the next two sections of this chapter

discuss the national and state trends in I=SP participation levels. The final section describes the

structure of the remainder of the report.

2



A. NATIONAL TRENDS IN FSP PARTICIPATION

Figure L1 illustrates the time pattern of FSP participation and the level of unemployment

between FY77 and FYg0. FSP participation grew during three periods in the 1980s: (1) between

FY79.1 and FY81_2, (2) between FY82.4 and FY83.2, and (3) the recent increase which, as

explained below, started in FY893. Participation increased in the late 1970s and early 1980s in

response to the elimination of the food stamp purchase requirement and other fundamental

changes in FSP regulations that were mandated by the Food Stamp Act of 1977 (PL 95-113).

A sharp economic downturn and an accompanying rise in unemployment precipitated the

participation increase between FY82 and FY83.

After reaching its peak in FY83, FSP participation fell almost continuously until the

be_nnlng of FY88, when it leveled off.. This level trend continued until the third quarter of

FY89, when the number of participants in the FSP began to increase: between FY89.2 and

FY90.2, FSP participation increased by about 5.6 percent. The decline in participation between

FY83 and F'Y'88 coincided with an economic expansion in which the unemployment rate fell from

7.5 percent in 1984 to 5.5 percent in 1988. However, in late FY89 and the first half of FY90,

FSP participation continued to rise, even though the national unemployment rate had leveled off

Participation in the FSP has traditionally followed a seasonal pattern: participation is

highest during the second and third quartem of a fiscal year and lowest in the first and fourth

quarters, with the peak occurring in March of each year. This seasonal pattern reflects the

seasonal pattern of unemployment, which also peaks in the second quarter. In the first haft of

FY89, participation closely followed the regular seasonal pattern, peakin I in March at 19.2 million

and then be_nning the usual seasonal decline. However, a break from the usual pattern was

ev/dent in the second haft of the year. Rather than continuing the normal seasonal decline

throughout the summer, participation dipped only slightly after May, with unusual seasonal growth

3



FIGURE 1.1
Food Stamp Program Participants
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beg/nnlng in AugusL This pattern would suuest that the shift in the trend of growth in FSP

participation _aured in the third quarter of FY89.

The growth in FSP participation between FY89.2 and FYg0.2 was accompanied by a similar

growth in participation in Aid to Families with Dependent Children (AFDC). Figure 1.2 presents

plots of FSP participation, AFDC participation, and the unemployment rate between FY86.4 and

FYg0.2.1 FSP participation and AFDC participation followed strikingly similar patterns for most

of the period; the e_ception is between FY86.4 and FY87.3, when FSP participation declined and

AFDC partkipation increased. Both AFDC and FSP participation began to increase in the

middle of FY89, despite the fact that the unemplayment rate leveled out.

B. STATE TRENDS IN FSP PARTICIPATION

Although participation levels increased in the majority of states between FY89 and FYg0,

both the magn/tude and timing of thc changes var/ed widely across the country. Table 1.1

presents the average monthly number of individuals who participated in thc FSP by state during

FY8'/, FY88, and FY89, and the Et half of FYg0; it also shows the absolute change in
,,

participation between FY89.2 and FYg0.2, and the percentage change over the same period.

The states are ranked in order of the absolute change in participation over the period.

Three states-Texas, California, and Florida-experienced increases of over 100,000

participants between the second quarters of FY89 and FYg0; the percentage increases were 15.6

percent, 7.7 percent, and 17.9 percent, respectively. New Hampshire, Nevada, and Arizona

experienced very large percentage increases in participation: 35..5 percent in New Hampshire,

1 The series illustrated in the plots are deseasonalized monthly participation levels averaged
over the quarter. We used the ratio-to-moving average technique available in the TSP computer
package to deseasonalize the series. To make the plots of FSP participation, AFDC participation,
and the unemployment rate comparable, we normalized each series by subtracting its mean and
dividing by its standard deviation.

$



FIGURE 1.2

FSP PARTICIPATION, AFDC PARTICIPATION, AND UNEMPLOYMENT RATE
BETWEEN FY86.4 AND FY90.2
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TABLE L1

AVERAGE MONTHLY NUMBER OF PARTICXPAH'_ IN THE FOOD STAMP PROGRAM BY STATE.
RANg3_ BY THE ABSOLUTE (DIANGE IN THE NUMBER

OF PARTICIPANTS BETWEEN FY89.2 AND FYg0.2

FIRST TWO
QUARTERS OF ABSOLLrrE PERCENT

STATE FISCAL YEAR FISCAL YEAR FISCAL YEAR FISCAL YEAR CHANGE CHANGE
1987 1988 19e9 1990 FYSg.2.FYg0.2 FY89,2-F'Y902

TEXAS 1,477,970 1,525,156 1,634,488 1,835,639 II 254,488 15.60_
CALIFORNIA 1,627,593 1,656,_0 1,773,417 1,8'79_00 [ 136,667 7.6896
FLORIDA 607,967 622,195 667,939 755,292 Il 117,667 17.8596
NEW YORK 1,6S7,222 1_44,78S 1,463,479 1,495,165 I 57,692 3.93_
ARIZONA 202,70S 228,330 263,927 300,843 I 49,101 18.9096
OEOROXA 406,6_ 467,746 485,649 523,299 [ 43,613 8.9296
hOCHXOAN ssT,?s9 s73,414 S74,L_ 896,997 I 37,7m 4ao_
NEWJERSEY 3S3,733 3._STS 352,977 37&S_3 I 3S,759 m.22_
_CHUSETrS 30S,174 301,S66 314,494 340.927 I 3l.__n_t_ 10.1696
PENNSYLVANIA 976,74S 939,299 916,189 9'38,913 [ 29,172 3.1596
INDIANA 337,373 302,129 28S,141 301,914 ] 25,778 8.84_
_SSOURt 382,296 _9,246 404,369 426,OO4 I 25,724 6.26_
NORTH CAROLINA 416,734 398,290 390,304 410,317 I 24,504 6.1696
_F__ 502'335 491,904 499,996 518,886 II 21,099 4.1496
ALABAMA 457,208 437,829 43S,545 451,845 [ 19,416 4.4296
CONNECTICUT 115,946 108,542 113,5'39 126,836 I 17,522 15.5696
KENTUCKY 503,599 471,924 446,556 459,992 II 17,369 3.8996
WASHINGTON 303,958 307,402 320,995 334,399 [ 16,261 4.9896
KANSAS 122,369 119,163 127,975 140,491 ii 15,467 12.08_
MD4NE,SOTA 233=376 236,170 245,233 254,897 ii 14,187 $.82_
VIRGINIA 327,601 326,587 332,52O 339_4 ii 9,O23 2.6696
NEVADA _J93 26_Ol 41_3 48o4o [[ 6,?88 21.12_
I_ISSIPPI 505,60'7 494,147 492,859 498,578 I 8249 1.6696
n z .rNoIs 1,079,357 1,031,571 989_00 995,207 I 8,133 0.8196
.NEW HA=.M_SHIRE 19,830 18,491 21,866 27,458 [ 7,856 35.4696
MAINE 99_37 85,755 84_35 90,167 II 7,563 8.7096
SOUTH CAROLINA 293,930 265,694 272,044 256,920 I 6,558 2.5596

' * ARKANSAS 238,353 229,932 227330 233,655 II 5,606 2.4096
MEXICO 159,340 151,046 150,520 154,606 ii 5,414 3.5496

VERMONT 35,8O7 33,_1 34,o59 37,346 ii 4,2s3 12.2796
LOUISIANA 721,558 727,212 724,735 728,23O ii 3,872 05396
D.C. 61,170 58,804 58,498 60,647 II 3,697 6.4496
OREOON 220,236 210,828 213,217 217,133 ii 3,638 1.6496
DEI..AWAR_ 29,401 28,866 29,722 32'257 ii 3,544 11.88_
RHODE ISLAND 60,792 $7,004 56,850 59,564 ii 2,997 5.2696
COLORADO 19s,176 204_7s 211_)6 2_6,159 II 2,99o l=VTm
UTAH 86,150 90,306 94,999 97,911 II 2,694 2.7696
WEST VIRGINIA 268,925 261,550 259,228 262,507 ii 2,412 0.9196
OIO..AHOMA 279,070 278,769 260_04 264_266 I 1,918 0.T196
IOWA 202,3S5 179,261 148045 169,476 ii 1,816 1.0696
NEBRASKA 100_t 96,O83 92,324 93,577 I 1,695 1_096
MARYLAND 253,674 243,257 248,814 250,785 I 859 0__496
WYOMINO 29,941 27,469 27,286 27,672 I 605 2.14%
NORTH DAKOTA 36,776 37,094 38,672 39,116 ii 289 0.72_
SOUTH DAKOTA 54,115 SI,TI7 50,292 50,467 ii 133 0_696
MONTANA 60,846 58,145 55,847 56,033 ii (103) -0.1896
HAWAII 85,451 ?9,443 711,112 77,361 ii 0,243) -l..q7m
mAHo 60,93s 61,mrs 61,190 e0,540 ii (2,.236) -3.4396
WISCONSIN 346,853 314,..341 _0,794 286,2_ ii (4,823) -1.6396
ALASKA 31,589 28_15 26,137 22,298 ii (5,289) -19-_496
OHIO 1,104,120 1,067,872 1,067,9'78 1,055,634 ii (17,399) .1.629[,

I
ii

U.S. TOTAL 19,073,076 18,614,006 18,77'/,S9e 19J78,183 ii 1,064,613 5.6396

SOURrP-. USDA Food and Nutrition Service

7



percent in Nevada, and 18.9 percent in Arizo_ Six states experienced a decline in pnrticipation

over the same period.

We divided the states into four categories according to the time pattern of their

participation levels:

· Those that experienced a generally steady increase between FY86.4 and
FYg0.2

· Those that experienced declining participation followed by an incrc_
with the turning point between FY87.4 and FY883

· Those that experienced declining participation followed by an incrensc,
with the turning point between FY89.3 and FYg0.1

· Those that experienced a generally steady decline between FY86.4 and
FYg0.2

Table 1.2 lists the states that fall into each category. Four states-Idaho, Louisiana, New Mexico,

and West Virginia--do not fit any of the categories.

Figure L3 presents plots of the number of FSP participants in selected states between

FY86.4 and FYg0_, together with a plot of FSP participation for the United States ns a whole.

Each figure illustrates the time pattern of participation for a state in one of the four categories

described above. Append/x A provides plots of FSP participation in each state.

Ten states-accounting for just under one-third of total FSP participation in FYg0-

exhibited a steady increase in participation over the period. With the exception of Minnesota and

Missouri, all the states in this category are southern or western states. Texas, Florida, and

Arizona experienced accelerated /rowth in FSP participation during FY89. In Texas, for

example, the rate of growth in participation increased in the second quarter of FY89. The upturn

in FSP participation in the ten states with the steady increase in FSP participation occurred at

different times in each state. Texas experienced an increase in FSP participation during most of

the 1980s,with the exception of a small decline between FY83.2 and FY84.4, which reflected the
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T,_T._. T2

CATECrORIES OF STATES BASED ON THE TIME-PATtERN OF FSP
PARTICIPATION LEV_-_ BETWh'h'N FY86.4 AND FY90.2

States with a States with Turning States with Turning States with a
Steady Points between Points between Steady
Increase in FY87.4 and FY883 FY893 and FYg0.1 Decline in
Participation Participat/on

Arizona Connecticut Alabama Alaska

California Delaware Ar_n-_n_ I-Inwaii

Colorado Georgia District of Columbia Iowa

Florida Kan.sas Illinois Montana

Minnesota Massachusetts Indiana Ohio

Missouri Maryland Kentucky South Caroh

Nevada New Hampshire , Maine South Dakota

Texas North Dakota Michigan WLsconsin

Utah Ore/on Mississippi

Washington Tennessee Nebraska

Vermont New Jersey

'" V/rginia New York

North Carolina

Oklahoma

Pe--.,ylvania
Rhode Island

Wyoming

SOURCE: USDA Food and Nutrition Sezvice.

NOTE: Idaho, Lou/siana, New Mexico, and West V'urgin/ado not fit into
anyof these categories.



FIGURE 1.3

PLOTS OF FSP PARTICIPATION BY STATE BETWEEN FY86.4 AND FY�0.2

tt

Steady Increase Early Turning Point

· L , * · ·

_=_ 4 I 2 3 · I 2 3 4 I R 3 · I 2 4 I a 3 4 I Z 3 · I 2 3 · 1

0 1067 1968 Fileal Yeer 1966 1900 1667 1086 Iriee&i Year 1066 1800

tt t

us-'°'' //
___

mil i i i

4 I 2 3 4 I 2 3 4 I 2 3 · I O 4 I 2 3 · I 2 3 4 I 2 3 · I 2

1067 1068 Fiscml Yeur 1989 1000 1087 1086 Fiscal Year 1980 1990



economic prosperity assodated with the oil boom The in_e in participation in California

began in FY85.4-a number of years earlier than the upturn in aggregate U.S. participation levels.

In Florida, the increase started in FY86.2.

Partidpation in twelve states exhibited an early turning point between the end of fiscal year

FYS7 and the th/rd quarter of FY88. These states account for about 13 percent of total FSP

participation in FYg0. Most of the New England states fall into this category.

Among all states, the most common time-path for participation was a reduction in

participation throughout FY87 and FY88, with a turning point that ocairred between FY89.3 and

FYg0.1. Sixteen states, including three large Mid-Atlantic states, and the D/strict of Columbia,

exlubited this pattern. These sixteen states account for just under 40 percent of total FSP

participation in FYg0. Many of the states in this category exhibited fairly strong upturns. New

York, Michigan, and New Jersey all experienced average increases of over 30,000 program

participants per month after FY892.

F'mally, eight states exhibited a pets/stent decline, and no substantial upturn, in

.. participation between the end of fiscal year FY86 and FYg0.2. However, three states in this

category-Wisconsin, Hawaii, and South Carolina-experienced a slight upturn in the second

quarter of FYg0. The largest absolute reductions occurred in Ohio, where participation fell by

over 17,000 (1.6 percent), and in Alaska, where it fell by over 5,000 (19-5 percent). The states

in this category account for about 10 percent of total FSP participation in FYg0.

We also categorized states according to whether changes in the level of state

unemployment could explain some of the change in FSP participation We focus on the period

of the rapid increase in FSP partidpafion between FY89.2 and FY90.2. We d/vided states into

three categories: (1) states which _-nerally experienced changes in FSP participation in the same

direa/on as changes in state unemployment; (2) states which generally experienced changes in

FSP participation in the opposite direction from changes in state unemployment; and (3) states
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which experienced changes in FSP participation in both the same direction ns and opposite

direction from changes in state unemployment. Table 1.3 lists the states which fall into each

category, z Appendix B presents plots of FSP participation, AFDC participation, and the state

unemployment rate for each state.

Sixteen states fall into the first category. Florida and Michigan experienced large increases

in FSP participation and an increase in unemployment between FY89.2 and FYg0.2. The

increase in FSP participation in the New England states of Maine, Connecticut, New Hampshire,

and Massachusetts also coincided with an increase in unemployment. S_milarly, two Mid-Atlantic

states-PenrL_ylvania and New $ersey-experienced increases in both FSP participation and

unemployment. In five states, FSP participation and state unemployment diverged in the second

quarter of FY90. For four of the five states-Iowa, Indiana, Michigan, and Oregon-FSP

participation continued to rise despite a decline in the unemployment rate.

Thirteen states fall into the second category. Four states that experienced a steady

increase in participation over the past three years-Arizona, Colorado, Texas, and Utah-

experienced a decline in unemployment.

The remsinlng states (21 and the District of Columbia) experienced both changes in FSP

participation associated with changes in unemployment and some changes in FSP part/cipat/on

that clearly were not associated with changes in unemployment.

C. OUTLINE OF RF-PORT

In Chapter IL we describe in detail each hypothesis about the causeof the recent increase

in FSP participation. For each potential cause, we describe the mechanism by which a change

in each factor may have affected FSP participation.

2We divided the states into each category by _mlnlng plots of desea.sonalized FSP
participation and the state unemployment rate.
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TABLE I3

CATEOORIES OF STATES BASF./)ON _ ASSOCIATION B_N CHANGES IN
FSP PARTICIPATION AND CHANGES IN STATE UNEMPLO_

FY89.2 TO FYg0.2

States with Changes in FSP States with Clumges in FSP States with Changes in FSP
Participation in generally the Participation in generally the Participation in Both the
Same Direction as Changes Oo_osite Direction as Same and Opposite
in State Unemployment Clumges ia State Direction as Changes in

Unemployment State Unemployment

Connecticut Alabama Alaska

Florida AzjZOn- Arknn_as

IowaI Colorado California

Indiana1 Idaho D_iaware

Maine Knnul Dlsutct of Columbia

l_.e-_qchusetts Louisiana Georgia

Montana Kentucky Hawaii

MichiganI Maryland Illinois

New Jersey Nebraska Minnesota

New Hampshire New Mexico Mississippi

Oklahoma T_,-_, Missouri

" Oregon 1 Utah Nevada

Pennsylvania Wyominll N_'"WYork

Rhode Island I North Carolina

South CaroUnaz North Dakota

South Dakota Ohio

Tennessee

Vermont

Washin_non

West Virginia

Whcomin

1 Association between changes in FSP participation and changes in unemployment
weakened in FYg0.2
2 Abstracting from the effect of Hurricane Hullo

SOURCE: USDA Food and Nutrition Servic_
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In Chapter HI, we use both national-level and state-level data to estimate regression

models of FSP part/dpation. The purpose of the analysh is to est/mate the magD/tude of the

impact o£ each/actor on FSP participation. The advantage of using state-level data is that they

enable us to explain changes in participation in different states by differeat factom

In Chapter IV, we use data on FSP-part/dpatiag households to analyze the causes of the

increase in participation- Our analysh focuses on whether the number of households that enter

the program has increased over t/me, and whether the character/sties of the entrants into the

program have changed over time..

Our conclusions about the importance of the role of each potential factor in the increase

in FSP participation are $_mmarized in Chapter V. For those factors that are easily quantifiable,

we estimate the proportion of the increase in participation that can be explained by each factor.

We also discuss the likely causes of the remninlng unexplained increase in participation.

In Chapter VI we _ our future research. Along with extending some of the analyses

preaented in this report, we propose interviewing state administrators of the FSP and other public

assistance progrsmL We hope that these admin[qtrators call provide insightsinto the causes of

the increase in participation, in addition to providing some data about the FSP at the county

level
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IL HYPOTHESES ABOUT THE INCRF_.ASE IN FSP PARTICIPATION

Increases in FSP participation could occur because either (1) the number of persons who

enter the FSP increases, or (2) the average length of time spent on the program increases. An

increase in the number of persons who enter thc program may occur because either the number

of persons eligible for the program increases or the proportion of eligible participants who choose

to participate in the program (the 'partic/pafion rate') increases.

No major changes have been made to the rules governing eligibility for the FSP. However,

the pool of eligible FSP participants may have increased due to changes in the economy, changes

in the demographic composition of the population, or changes in the immigration status of some

sections of the population. Changes in the rate of participation of eligible individuals in the

program may have been caused by changes in the economy, changes in social attitudes towards

receiving weffare, changes in the FSP progrsm; or changes in other public assistance programs.

These factors could have changed the rate of participation by (1) increasing the benefits from

.. participating in the FSP, (2) reducing the costs involved in participating in the program by

instituting accessible and simplified application procedures, and by reducing the stigma of

receiving benefits from a welfare program; or (3) increasing thc awareness of individuals about

FSP eligibility and program benefits. Changes in the length of time spent on the program may

have occm'r_ due to changes in the economy, changes in the demographic composition of the

population, or changes in the FSP.

We divide the factors which could have caused the increase in FSP participation into three

categones:

· Economic, demographic, and sociological changes

· Changes in the FSP
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· Changes in other public assistance programs

Table IL 1 provides a summary of these factors. In this chapter, we discuss in more detail each

of the possible explanations for thc increase in FSP participation.

A. ECONOMIC, DEMOGRAPHIC, AND SOCIOLOGICAL CHANGES

Changes in the economy, the size and composition of the population, and immigration laws

could have increased the size of the eligz_lc pool of FSP participants. Changes in the economy

and changes in attitudes towards welfare may have chan_:! the fate.,at which eUglble individuals

participate in the program_ Changes in the economy or changes in social attitudes may also have

increased the average length of time spent in the progrnm_ We cliscuss each of these factors in

turn.

1. F.conon_c Factors

The health of the economy has historically been a good predictor of the number of

participants in the FSP. Several recent changes in the economy could explain the rise in FSP

pnrticipation.

a. Unemployment

While the national unemployment rate has remained fairly constant over the past 18

months, changes in regional unemployment rates have varied widely across the country.

Uncmployment increased between FY89.2 and FYgO.2 in Florida, the Mid-Atlantic states, thc

New England states, and the Mid-West states of Illinois, Michigan, Missouri, Ohio, and Indiana.

For example, in Florida, unemployment increased _om 5.3 percent in FY89.2 to 5.8 percent in

FYg0.2. In other regions, states experienced declines in unemployment; for example, the

unemployment rate in Arknnsas was 8.1 percent in FY89.2 and only 7.1 percent in FYg0.2.
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TABLB I1.1

SUMMARY OF HYP_ES I_OA_)INO TH_ INCREASE IN FSP PARTICIPATION

,6. F_.,CONOMIC_DEMOGRAPHIC AND SOCIOLOGICAL CHANGES

1. Economic cbB_m lncmue in unemployment
lncreMe in duration c/unemployment find the amber or
unemploymentinsuranceexha_
Increase in un,-mploymem amoNl poocer individusb
m in lin, t-time workf_ and the number_ _
worJcerB
Shift in composition of employment towards Iow-wale
industries
IncremJein the number or [x:zmxmin poverty
lncrume in the number or children in poverty
Chang,es in the distribution of income
Increase in food Ix'ices and the pric_ ct other necessities

2. Demogra!_ d_mps lnmme in the population
Increase in f_mnl_.beaded households

3. r_,,,,,_ in Immi?a_ Lam _ Au_ Workers pmEmm increased likelihood of.
US. txxrnchildren of immi_lnt]J rece/ving food stamps
Special Agricultural Wmtm ptolpm incremed the number
ore_ba p,A_pen,-

4. t_hmn_ in attitude S towILlrdo welf_r_

K CHANGES IN TH_ FSP

1. Incremm in benefb Incremmin ms:dmm allotme_
MinoFinto in benefits for somehouseholds

·, 2. Administrative ,4,.,,*es Joint appUcation for public Nummm ami food stamps
Shorter appfication forms
Fewer in-office intervimvs and less monthly _-portin[
t_txditedm_ice_- _
Clumse in the length of the application form
Relaxed verification _un_
hnum in the lenfth of the cefiificntJon period

3. Increased outreach activities _ in fedend fundinl for outreach
lncrm_ in outreach by advocacy ilroutm

C. CHANGES IN OTHER PUBLIC ASSISTANCE PROC)RAMS

1. _kdic_l ]_:mui_ c__!pl_lity for prqpmu mud chiklru
ot e_b_/for ased, disabled, and

r, mili,.._in which the W'i_pld _ _ is unempJoyed
Simplification of the application procem
Inmnme in outreach

9_ _FIC tuclume in participltiOn duc to infnnt formula rebate

3. AFDC Increase in thc number of statea with AFDC-UP programs
Increase in the number of states with JOBS program
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While these changes in unemployment almost certainly explain some of the recent changes in FSP

participation, they cRnnot explain all of them. Many of the states with the largest increases in

participation-Texas, California, and Arizona-experienced steady or declinl,g unemployment rates

over the past 18 months.

More 'individuals would become eligible for food stamps ii the average length of time spent

in unemployment increased, even if the unemployment rate did not change. However, the

average duration of unemployment declined from 12.9 weeks to 11.6 weeks between FY89.1 and

FYg0.1 (U.S. Department of Labor, 1989b and 1990b). On the other hand, the number of

individuals who had exhausted their unemployment insurance, and hence may become cli_'ble

for food stamps, increased by 7.4 percent from 486,000 in FY89.1 to $22,000 in FYg0.1. 3

Some other changes in the character/stic_ of the labor force may change the number of

eli_'ble FSP participants without changing the overall unemployment rate. For example,

unemployment may have increased among the poorer workers and declined among the workers

whose assets and other income make them inel/gible to receive food stamps even when

unemployed. Unemployment rates may also h/de a rise in the number of md/v/duals who are

employed but are woric/ng an insut_cient number of hours to receive enough income to place

them above thc FSP income el/gib/l/ty thresholds. Furthermore, counts of the unemployed do

not include those "discouraged workers' who no longer search for jobs because they believe that

the probability of the/r finding a job/s too small to be worth the job-search effort. Changes in

both the number of part-t/me and the number of discouraged workers could affect participation

in the FSP without affecting the unemployment rate. However, the number of workers who

involuntarily work part-t/me for economic reasons declined by about 327,000 (7 percent) between

3Unpublished data from the U.S. Department of Labor.
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FY89.1 and FYg0.1 (U.S. Department of Labor, 1988, 1989a and 1990a). Furthermore, the

number of persons who are not in the labor force and who do not actively seek a job because

they believe that they will not find one fell _om 954,000 to 827,000 (15 percent) between FY89.1

and FYg0.1 (U.S. Department of Labor 1990b).

b. Low Wa_es

Nearly one-haft of all fnmille-_below the poverty line contain at least one employed worker

(Economic Report of the President, 1990). An increase in the number of these 'working poor'

would increase the number of elig_le FSP partidpants without affecting the unemployment rate.

Average weekly earnings in the United States have fallen by just under I percent in real terms

each year since 1986 (U.S. Departmeat of Labor 1986-1989a). This drop may mask larger

declines in the real wages of lower-paid workers. For example, weekly earnings in the retail

sector, one of the lowest-wage sectors of the economy, fell in real terms by nearly 5 percent

between 1986 and 1989 (U.S. Department of Labor 1987 and 1990a). The number of working

persons in poverty grew by nearly 30 percent, from 6_5 million to 8.4 million, between 1979 and

1988 (U.S. Bureau of the Census, 1989).

c. Poverty

Increases in the number of persons in poverty are likely to increase both the number of

persons eligible to participate in the program and the participation rate. However, since the early

1980% the number of persons in poverty has declined. Between 1987 and 1988 (the latest year

in which data are available) the number of per, ns in poverty fell by just over one percent, from

323 million to 31.9 million persons (U.S. Bureau of the Census, 1990). Similarly, the number of

families with income below $10,000 (in constant 1988 dollars) declined as a percentage of all

families, from 11.0 percent in 1987 to 10.8 percent in 1988. These changes reflect an increase

of 4.3 percent in real per capita disposable income between 1987 and 1988 (U.S. Bureau of the
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Census, 1990). While the total number of persons in poverty has not increased, the number of

children in poverty increased by just over one percent, from 12.4 million in 1987 to 12.6 million

in 1988. Because households that contain children are both more likely to be eligible for the FSP

and more likely to participate in the progrnm, an increase in the number of children in poverty

could have increased FSP participation

d. Prices

Since expenditures on necessities such ns food, shelter, and medical care comprise a

proportion of the expenditures of low-income penons, a rise in the price of these items will

disproportionately reduce the real discretionary incomes of such persons. This reduction in

income may affect the rate of participation in the program; ns a household's real discretionary

income falls, thc attraction of receiving food stamps increases and is more likely to outweigh thc

c,mts associated with obtaining and using the stamps. Moreover, if food prices rise faster than

other prices, food stamps become more valuable relative to other income. Although the rate of

inflation has remained fairly stable over the past few years, food prices have increased since 1986

at a faster rate than the increase in the overall Consumer Price Index. Between February 1988

and February 1990, prices for food-at-home rose 15 percent, compared with an increase of just

over 10 percent in the Consumer Price Index (U.S. Bureau of Economic Analysis, 1989 and

1990).

2. Demographic Factors

Changes in the size and composition of the population could potentially explain the rise

in FSP participation.
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L Population Chan_es

By itself., an increase in the size of the U.S. population is unlikely to explain the recent

increase in FSP participation, since the snnual rate of growth of the population has remained

only at about I percent over the past decade. However, population increases may partially

explain increases in FSP participation in particular regions. Between 1980 and 1988, the

population of the south and west grew by 12.3 percent and 17.4 percent, respectively, while

population growth in the northeast and midwest was only 3.0 percent and 1.7 percent, respectively

(U.S. Bureau of the Census, 1990).

b. An Increase in the Number of Female-Headed Households

Female-headed households are disproportionately represented among fsmilles below the

poverty level In 1988, 33 percent of all female-headed households had incomes below the

poverty level, compared with 10 percent of all fsmilles. Female-headed households are thns more

likely than other households to be eligible for food stamps. Over the past decade, the number

of births among unmarried women has increased steadily. In 1987, 24.5 percent of all births were

to unmarried women, compared with 23.4 percent in 1986 and 18.4 percent in 1980. In 1988,

women headed 16.5 percent of all famales with children younger than age 18, compared with a

corresponding figure of 15.1 percent in 1980.

3. Changes in Immigration Laws

The Immigration Reform and Control Act (IRCA, PL 99-603) of 1986 instituted two

programs to legalize undocumented aliens residing in the United States. '! The first program, the

LegaUy Authorized Workers (LAWS) program (commonly referred to as the "Amnesty program"),

was a one-time measure to permit illegal al/ens who had been residing in the United States since

4For a description of IRCA and its implementation, see Bean, Vemez, and Keely (1989).
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January 1, 1982 to apply for 'permanent resident alien' status. Applications were taken over a

12-month period beginning in May 1987. Approved applicants were granted temporary alien

status, and after 18 months they became permanent resident aliens. There were 1.7 million

applications under the LAWS progrsm; and 1.6 million were approved. Fifty-five percent of the

approved applicants applied in. California.

The second program; the Special Agr/cultural Workers (SAWS) pro/Ism; authorized

temporary res/dent status for agricultural workers in perishable crops. Permanent resident alien

status was permitted after either a one- or two-_ period, depending on the number of years

of pre_ous agricultural work. Through November 1988, 1.3 million applications were taken, a

number considerably above the 350,000 that were expected. As o£July 1990, 716,000 applications

were approved; 509,000 are still pending. As with the LAWS program, a large percentage (53

percent) of the approved applicants applied in California.

Congress anticipated that a large increase in the number of legalized aliens, many of whom

have low incomes, might be reflected in an increase in public assistance caseloads. For this

reason, the legally authorized workers were prohibited from receiving most public assistance,

including food stamps and AFDC, for a period of five years. $ The special agricultural workers

were also prohibited from receiving AFDC and other benefits from state programs, but, unlike

legally authorized workers, they were permitted to receive food stamps after they received

temporary resident status. Thus, the newly legalized special agricultural workers may account for

some of the increase in FSP participation. If this is the case, FSP participation should increase

in states that contain a substantial number of special agricultural workers.

SElderly, blind, or disabled LAWS program participants (as defined by the Supplemental
Security Income program) and certain Cuban/Haitian LAWS program participants were eligible
to apply for food stamps.
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While legally authorized workers were prohibited from receiving food stamps, the LAWS

program may have an indirect effect on FSP participation. U.S.-born children of legally

authorized workers are elifll'ble for food stamp_ and with the threat of deportation gone, some

of these work,em may now apply for benefits for their ch/ldren. As with special agricultural

workers, FSP part/c/pat/on should r/_ in states that contain a substantial number of legally

authorized workers.

4. Attitudes Towards Welfare

One reason often cited for the low FSP participation rate is the stigma attached to

receiving welfare payments. This stigma is especiallytrueof the FSP because food stamp use can

be highly vh_le. It is pou_le that social attitudes towards persons receiving government

assistance have changed, and that people have become more willing to apply for food stamps.

But, due to the difficulties of defining and measuring attitudes, we cannot test whether a change

in social attitudes towards weffar¢ receipt was a reason for the recent increase in FSP

participation.

B. CHANGES IN THE FOOD STAMP PROGRAM

Congrera made numerous changes to the FSP in the 1980s. The Omnibus Budget

Reconciliation Act of 1981 ITL 97-35, OBRA-81) and the Omnibus Budget Reconciliation Act

of 1982 iTL 97-253, OBRA-82) instituted a number of program changes that reduced eligibility

and delayed benefit increases. In 1985, the Food Security Act (PL 99-198) significantly h'beralized

food stamp benefits and eligibility rules, and established categorical eligibility for households

comprised entirely of AFDC or Supplemental Security Income (SSI) recipients.

In the late 1980s, Congress passed two pieces of leghlation-the 1988 Hunger Prevention

Act iTL 100435) and the 1987 Stewart B. McICinney Homeless A_htance Act iTL 100-77).

These pieces of legislation mandated three changes that could help explain the increase in FSP
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participation: (1) an increase in the benefits available from the FSP, (2) changes in the

administration of the FSP to improve a_/l/ty and to simpl/fy the appEcafion process, and (3)

an increase in federal funding for 'outreach' prolwant_ to inform low-income households about

the FSP. By increasing the benefits of receiving food stamps and reducing the burden of the

application process, the legislation may have increased the pwporfion of eligl'ble households who

feel that the benefits of rece/ving food stamps outwei/h the disadvantages. In states that

introduced outreach program.s, those pro_ may also have increased the participation rate.

This section reviev_ each of the changes in the FSP.

1. The Increase in Benefits

The food stamp benefit /s calculated by subtracting 30 percent of a household's "net

income' from a 'maximum allotment.' Net income is calculated by subtracting a number of

deductions from/Ix)sa income. These deductions include a standard deduction for all households,

a deduction for earned income, and, in certain circumstances, deductions for child-care or other

dependent-care expenses incurred while working or attending training programs, as well as

medical expenses and housing costs. The maximum allotment is based on the cost of the Thrifty

Food Plan, a nutritious low-cost model food plan.

Continuing the trend towards more generous benefits that began in 1985, the Hunger

Prevention Act increased benefits by increasing both the maximum allotment and allowable

deductions. The maximum allotment increased to 100.65 percent of the Thrifty Food Plan in

October 1988 and to 102.05 percent of the Thrifty Food Plan in October 1989, and will increase

to 103.00 percent of the Thrifty Food Plan in October 1990 and in subsequent years. These

increases are in addition to increases in the maximum allotment due to inflation, and affect all

FSP pan/cipants. The increase of 2.05 percent in the maximum allotment in October 1989 added

five dollars to the monthly food stamp benefit of a family of three.

24



A number of minor changes also increased benefits:

· The Mi:Kinney Homeless Assistance Act provided separate household
status for parents and their minnr children living with relatives if they buy
and prepare food separately from those relatives. This change in
household status increased the benefits for some FSP participants living
with their relatives because their household income fell once their

relatives income was no longer counted as household income. This
change also increased the number of individuals eligible for food stamps.

· The McKinney Homeless Assistance Act also increased the value of
benefits paid to households with high shelter costs, and to homeless
households that live in weffare hotels.

· Prior to 1988, the maximum allowable deduction for dependent care was
$160 per household. The Hunger Prevention Act increased the
maximum allowable deduction to $160 per dependent, thus increasing the
value of the deductions to tho_ with high dependent-care expenses and
multiple dependents. This change became effective for newly certified
households in October 1988, and for continuing food stamp recipients at
their first recertification after October 1988.

· The Hunger Prevention Act widened the definition of a disabled person.
Because disabled persons can deduct medical expenses and a greater
amount of shelter costs, the individuals who were not previously defined
as disabled but who now fall into this category will receive higher
benefits. Because individuals who are defined as disabled receive special

" treatment in the determination of their food stamp eliglq)ility, individuals
who were previously ineli_'ble for food stamps may now be eligible if
they fall into the new definition of disabled. 6

All of these minor program changes affected relatively few people, and thus were not likely to

have been major contributing factors to the participation increase.

2. Administrative Changes

Congress was concerned that some low-income individuals might be discouraged from

applying for food stamps because the process was complex and burdensome. Changes in the

_Eli_%ilRyrequirements for disabled persom differ in that they (1) may chim medical-expense
deductions, (2) have no limit on their exceu shelter deduction, and (3) are exempt from the food
stamp gross income eligibility test.
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number of food stamp offices, the number of certification workem and the food stamp office's

hours of operation could all affect the burden of applying for food stamps. The objective of a

number of provisions in the Hunger Prevention Act was to simplify the application and

certification process. The 1977 Food Stamp Act (PL 95-113) required that states include a food

stamp application form along with the application forms for such public assistance programs as

AFDC, General Ass/stance, Old Age Aas/sumca, A/d to the Blind, and A/d to the Permanently

and Totally Disabled. It also required that states determine the household's eli/l_illty for AFDC

and food stamps in a combined in_..tview. The OBRA-82 removed the requ/rement that the food

stamp application accompany the application for public assistance. The Hunger Prevention Act

subsequently reversed this decision and made joint applications for public assistance and food

stamps mandatory. The Hunger Prevention Act also requires that states notify AFDC applicants

of theft right to apply for food stamps at the time of their AFDC application and to receive a

single joint certification interview for both progrAmL These changes became effective on July

1, 1989.

States have the option of using the FSP application form provided by FNS or using theft

own application forms upon approval by FNS. The Hunger Prevention Act requires that the

states' application forms be br/c/_ easy to use, and readable, and prov/de clear/nstrucfiom about

the availability of expedited serv/ces. The Secretary of Agriculture and the Secretary of Health

and Human Services have been dkected to develop a program of assistance for state agencies to

help them write their application forms. States are just be_nning the proceu of designing new

application forms.

In order to reduce the burden of the FSP monthly reporting requirement, the Hunger

Prevention Act expanded the statutory e_emptions for monthly reporting to seasonal farm

workers and homeless/nd/v/duals. The exemptions had prev/ously applied only to m/grant farm

workers and the elderly and disabled with no income. Tiffs Act also introduced some changes to
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simplify the reporting of medical expensea. A few minor changea were also made to relax the

conditions under which the in-office interview could be waived.

The recent legislation also mandated two other change_ in the FSP to make the overall

food stamp "package" more attractive:

· The McKinney Homeless Assistance Act authorized expedited service in
which homeless individuah and those with high housing coats can receive
their benefits within five days after 611ng their application.

· The Hunger Prevention Act author/zed that ind/vid_AIs who apply after
the llth of each month, and who are certified in the program, should
rece/ve pro-rated benefits for the remainder of the month and benefits
for their first full month in the program in a combined payment within
30 days after filing their application. This provision was implemented in
January 1990.

The Hunger Prevention Act reduced fiscal sanctions on states for erroneous benefit

determinations. Consequently, some states may have relaxed their procedures for verifying FSP

eligibility, thereby increa.sing the number of FSP-ineligible individuals who receive benefits and/or

reducing the number of eligible individuals improperly denied benefits. But an examination of

the Food Stamp Quality Control databases suggmts that the proportion of I:'SP participants who

are in fact ineligible declined between FY86 and FY89. However, more relaxed verification

procedures may have increased the attractiveness of the program and thus the number of FSP-

eligible participants who chose to participate..

To verify that FSP participants remain eligible to receive food stamps, the program

recenifies all recipients at regular intervals. The length of the certification period var/es

according to the characteristics of the household and depends on the l/kelihood that the

circum._tances of the household will change. Typically, recipients do not exit from the program

until their certification per/od ends. Hence, if the length of certification per/ods increased, the
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rate of exit from the FSP would probably have declined, thus increasing the length of time spent

in the program.

3. Outreach Activities

OBRA-81 prohibited federal funding of any outreach programs for the FSP. The

McK;nney Homeless A.ssistaa_ Act gave state agencies the option of operating outreach

programs for homeless individuals with a 50 percent federal cost-sharing grant. The Hunger

Prevention Act expanded the scope of outreach activities elig_!e for the 50 percent cost

reimbursement to encompass activities that prey/de information about the FSP to say low-income

individual However, states are currently not required to provide any outreach program.

Estimates suggest that just over one-half of all eligible nonparticipants do not participate in the

FSP because they are not aware that they are el/gl_le (Cee, 1983). Hence, an increase in

outreach efforts could substantially increase FSP participation. Only 9 states have currently taken

advantage of the federal cost-sharing by implementing outreach programs. But, it is poss_le that

more outreach by advocacy groups and other public assistance progr_m, has increased awareness

of the FSP.

C. CHANGES IN OTHER PUBLIC ASSISTANCE PROGRAMS

The increase in FSP participation has been accompanied by an increase in participation

in other public assistance programs. The growth of participation in Medicaid, the Special

Supplemental Food Program for Women, Infants, and Children (WIC), and AFDC could be due

in pan to recent legislative changes in those programs. The increase in the number of households

participating in the welfare system as a whole may have increased thc rate of FSP pardcipation.

Once in the welfare system, a household is more likely to be informed about the program and

its eligibility status, and the additional costs of applying for the FSP may be lower. On the other

hand, it is poss_le that no causal relationship exists between the growth of the FSP and the
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growth of other assistance programs, but that the association is due to changes in economic and

other factors which affect all a._sistance programs. In this section we discuss in detail the recent

changes in three programs: Medicaid, WIC, and AFDC.

1. Medicmd

Medicaid is a joint federal and state-funded program; authorized under Title XIX of the

Social Security Act, to provide medical assistance to low-income individuals. In the 1980s,

Congress became increasingly concerned about the inadequacy of prenatal and newborn care for

low-income women and infants and the associated high infant mortality rate. This concern

prompted a number of changes in the Medicaid program for pregnant women and infants. For

many states, the increased Medicaid funding also acted as a catalyst to strenmllne their application

procedures and to adopt aggressive outreach programs to inform pregnant women and mothers

about the program.

a Medicaid Eliiibilitv

" The changes in the Medicaid eli_ility requirements were implemented by a series of

annual legislative changes which began in 1984. At first, states were given the option of

implementing many of the changes, but subsequent legislation made their implementation

mandatory. The following specific legislative changes affected Medicaid eligibility for pregnant

women and children:

· The Defidt Reduction Act of 1984 (PL 98-369) mandated that states
provide Medicaid coverage to the following groups of in 'dxviduals who
meet the AFDC income and resource requirements: (1) first-time
pregnant women who would be eli_le for AFDC upon the birth of the
baby, (2) pregnant women in two-parent farnilles in which the principal
wage-earner is unemployed, and (3) children younger than age six.

· The Consolidated Budget Reconcffiation Act of 1985 (PL 99-272)
mandated that states provide prenatal, delivery, and postpartum services
to ali income-eligible pregnant women regardless of fanfily structure, and
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mandated 60 days of postpartum coverage for all women whose Medicaid
eligibility was based solely on pregnancy.

* The OminOus Budget Reconciliation Act of 1986 (OBRA-86, PL 99-509)
gave states the option of breaking the link between Medicaid eU_'bility
and eli_ili_y for AFDC cash assistance. Effecfiw April 1987, states may
_,end eli_ility to pregnant women and infants up to one year of age
(with children younger than age six phased in over a five-year pet/od)
whose incomes are below a state-estabUshedlevel The Act required that
the state.establ/shed income threshold be above the AFDC standard but

below the poverty level The Act allowed statea to waive the asset test
for pregnnnt women and infants, thus allowing the financial ellgl_ility
criteria to be based only on income.

· The Omn_us Budget Reconciliation Act of 1987 (PL 100-203) incrensed
the maximum eligible income level for pregnant women and children to
185 percent of the poverty level and accelerated the phnsing-in of
elig_ility for children younger than age five whose income is below the
poverty level This Act also required that states provide coverage for all
children younger than seven who met the income level criterion for
AFDC but did not meet the definition of "dependent child."

. The Medicare Catastrophic Act of 1988 (PL 100-360) made many of the
above changes mandatory. States were required to phase-in coverage by
July 1989 to all pregnant women whose incomes are at or below 75
percent o£ the poverty line, and by July 1990 to aH pregnant women
whose incomes are at or below 100 percent of the poverty level

· The Omn_us Budget Reconciliation Act of 1989 (PL 101-239) mandated
that, effective April 1990, coverage be expanded to pregnant women and
children younger than age six if fnmily income is at or below 133 percent
of the poverty level

States were quick to adopt the option of increasing the income threshold for pregnant

women and children. Only five states were affected by the minimum income thresholds mandated

by the Medicare Catastrophic Act. The legislative changesprompted many states to increase the

income threshold dramatically. For e_mple, Mississippi increased the income threshold for

pregnant women fxom 37.6 percent of poverty in 1986 to 185 percent in 1990. In January 1990,

23 states imposed an income threshold of 100 percent of the poverty level for pregnant women,

and 15 imposed the maximum threshold of 185 percent of the poverty level Thirty-one states
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were affected by the new minimum threshold of 133 percent of poverty that became effective in

Apr 190.

The Medicare Catastrophic Act required that states pay Medicare program premiums, co-

insurance, and deductibles for some elderly and disabled individuals whose incomes usually make

them ineligible for the Medicaid progrsnt These include individuals whose incomes are below

90 percent of the poverty level (the limit was 85 percent in 1989, and will be 100 percent in

January 1992) and thole whose resources are at or below twice the standard allowed under the

Supplemental Security Income progr*m Even though the states are not required to provide

these participants with the full range of Med/ca/d benefits, Medicare participants have a large

financial incentive to participate in Medicaid. Once in the welfare system, they may then become

informed about other welfare programs such as the FSP.

A number of other legislative changes have increased the number of Medicaid-eligible

individuals:

· States were given the option of extending Medicaid coverage to aged and
disabled individuals whose incomes did not exceed 100 percent of the
povertylevel(OBRA-S09.

· States are now required to provide Medicaid for severely disabled
persons who lose their eligibility for cash assistance due to their earnings
(OB_5).

· States were mandated to extend Medicaid coverage for a period of 12
months to fAmih'es who lose cash assistance due to earnings (1988 FNmily
Support Act, PI, 100-485).

· States were mandated to cover two-parent families in which the principal
wage earner is unemployed. This mandate will be effective in October
1990 (the 1988 F, mily Support Act).

b. Simt)lification of the AoDlicagQIl pwce_

Congres,s was concerned that pregnant women were not receiving Medicaid benefits quickly

enough for them to receive adequate prenatal care. In response, OBRA-86 gave states the
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option of granting "presumptive eligibility,' under which pregnant women receive temporary

el/gibility either for 45 days or until their application is processed, whichever is shorter. Twenty-

five states have chosen to grant presumptive eligibility. An additional nine states have introduced

proces.ses by which Medicaid applicatiom for prenatal care are given priority in the eligibility

determ/nation proc__,_s__:

OBRA-86 also gave states the option of om/tting the renew of clients' assets when

eligibility for pregnant women and children/a determined; 44 states chose to exerche this option.

This option simplified thc determlnRtion process and allowed statea to shorten their application

forms. Nineteen states have recently shortened their application forms; the form in Vermont and

Florida is only one page. OBRA-86 also gave states the option of continuing eligi'b/lity for

pregnant women for 60 days postpartum without requiring redetermlnation.

According to the National Governors' Association (1990), states have implemented other

changes to reduce the burden of the eligibility process. For example, 17 states station eligi_il/ty

workers at sites where women receive prenatal caren such as hmpitals, local health departments,

prenatal care cllnlca, and Community and Migrant Health Centers. This change facilitates the

enrollment process for women who have difficulty in obt_inlng transportation to a social sendces

office.

c. Outreach Programs

Some states have recently adopted more aggresshre programs to inform families about the

Medicaid program (National Governors' Association, 1990). Act/v/ties have included d/str/buting

written materials and brochures, establ/shing hotl/nes and having public health nurses fo/low-up

on calls, and developing mult/-media campa/gns, such as the "Baby your Baby" campaign in Utah,

which involves television commercials and radio coverage.
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cl. Summary of Changes to the Medicaid Program

The changes in the Medicaid program are expected to have increased the number of

Medicaid recipients by about 2.7 million between 1986 and 1990 (Committee on Ways and

Means, U.S. House of Representatives, 1989). The total number of recipients increased only by

400,000, or 1.8 percent, between FY86 and FYS_ However, we would expect that the largest

expansion of the program will have occurred in FY89 and FYg0, when the legislative changes will

have been phased in completely and more eligible individuals become aware of the program.

For the ten states which experienced the largest absolute increases in FSP participation,

Table 11_2$T]mmariz_ the income threshold which determines the eligibility status of pregnant

women and infants, and the ma,_dmum eligible age for children in households whose income is

below 100 percent of poverty. It also iadicates whether the state has dropped the asset test,

introduced continuous eligibility, introduced presumptive eligibility, or stationed eligibility workers

at sites where the care is provided.

No direct llnk exists between eli_'bil/ty for Medicaid and eligibility for the FSP. However,

many of the women and children who Lece__ntlybecame eli/l_le for Medicaid may also be eligible

for food stamps if their gross income is below 130 percent of the poverty level But, due to the

burden of applying for food stamps or to an unawareness about the program, these eligible FSP

participants may not have applied for benelits. Because their babies' health and the large med/cal

expenses they incur at childbirth give pregnant women strong incentives to join Medicaid,

Medicaid is often the first weffare program to which these women apply. Once the women are

on Medicaid, they are more likely to participate in the FSP because:

· Medicaid workers may inform recipients about other welfare progrRm.,
for which they are eligible. OBRA-89 mandated that states inform ail
Medicaid-eligible pregnant, breasff_g, and postpartum women about
the WIC progrsm_ It is likely that they would also inform these women
about their eligibility for food stamps.
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TABLE IL2

MEDICAID INCOME ELIGIBILITY THRESHOLD AND AGE LIMITS
FOR PREONANT WOMEN AND CHILDREN AS OF JANUARY 1990

Income Tlu*eshold for lviaximum Age of
Pregnant Women and Infants Covered Children Dropped Provides Provides Outstations
a_a percent of Poverty under 100% of _Po_rty Asset Continuous Presmnptivc E!ip_ility

State _988 1990 19_8 1990 Tc_t Eli_bilitv Eligibility Workers

T,w_ 100% 130% 2 4 No Yes Yes Yes

C'_lifornia 185% 185% - No No No Noa

Florida 100% 150% 5 6 Yes Yes Yes Yes

New York 82.4% 185%[, - - Yes Yes Yes No

.g..

Arizona 100% 100% 5 3 Yes Yes No No

Georgia 100% 100% 2 4 Yes Yes No No

Michigan 185% 185% 3 3 Yes Yes No No

New Jersey 100% 100% 2 5 Yes Yes Yes Noa

Massachusetts 185% 185% 5 5 Yes Yes Yes No

Pennsylvania 100% 100% 3 3 Yes No Yes No

SOURCE: Hughes et al (1989), National Governors' Association (1990)

aThere are plans to implement this at a later date.



· The transaction costs of applying for food stamps may be lower if
individuals are already applying for Medicaid. In some states, the
Medicaid office is located in the same building as the FSP office.

· The psychological barrier of joining a weffare program may be broken
when individuals join Medicaid. Thus, they will be more likely to
participate in other welfare pzogrAm_ such as the FSP.

2. WIC

The WIC program prov/des nutritional I_reenlng, food a.xsistalace, nutrition education, and

informal health care to low-income pregnant women, breasffeeding women, postpartum women,

infants, and children younger than age 6 who are at nutritional risk. The WIC program has been

expanded con-_iderably since its inception. Funding increased fi-om $20 million in 1974 to over

$2 billion in 1990. While the program experienced steady growth between 1974 and 198'7,

participation has increased tremendously since FY88, due primarily to savings from infant formula

rebates. In October 1987, about 3.5 million persons participated in the program; by January 1990,

there were nearly 4.4 million participants.

The Commodity Distribution Reform Act and WIC Amendments of 1987 (PL 100-237)

mandated that aH states adopt cost-containment initiatives such as rebates, competitive bidding,

direct food distn'bution, and home delivery systems. The most important of these initiatives was

the infant formula rebates, in which state agencies contract with one (or more) infant formula

manufacturers and receive rebates on retail purchases of infant formula by WIC participants.

These rebates generated considerable cost savings, which allowed states to expand the number

of participants in the pm/ram without increases in federal funding. The first infant formula

rebate contract was implemented in Tennessee in $une 1987. By the end of FY89, 49 states had

infant formula rebate progrsmt Texas, which began its formula rebate program in May 1988, has

increased its WIC caseload by about 80,000. Sim_arly, the formula rebate program introduced

in Florida in late 1987 has increased WIC participation in that state by an estimated 40,000.
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PSP eligibility is not linked directly to WIC participation. However, many women and

children who arc WIC-cUglble are also eligible to receive food stamps. In 1988, about 45 percent

of WIC participants lived in households that also received food stamps. An increase in WIC

participation may increase FSP participation ff WIC eli/l_ility workers inform applicants about

their eligibility for food stamps when they apply to WIC.

3. AFDC

AFDC provides cash assistance to single-parent, low-income fsmilles with dependent

children younger than age 18. Participation in AFDC has increased significantly over the past

few years, mirroring the increase in FSP participation Between FY89.2 and FYg0.2, participation

increased by nearly 400,000 (3.7 percent). Two major changes in the AFDC program may have

affected participation: (1) an increase in the number of states with AFDC-Unemployed Parents

(AFDC-UP) progr_nt_, and (2) the introduction of the Job Opportunities and Basic Skills (JOBS)

program.

AFDC-UP provides benefits to two-parent families in which the principal wage earner is

unemployed. The ind/vidual states currently have the option of providing tiffs progrsm The

Family Support Act of 1988 mandated that all states provide an AFDC-UP program by October

1990. In 1986, AFDC-UP programs were provided by 28 jurisdictions; in March 1990, the

number of jurisdictions with AFDC-UP programs had increased to 29. These programs will

increase the number of persons eligl]_le for AFDC. The Committee on Ways and Means (1989)

estimates that the introduction of AFDC-UP programs in all states in October 1990 could

increase the number of new cases by 65,000 per month

The JOBS program was authorized by the Family Support Act of 1988 to provide

education, tralnln_ and employment opportunities to AFDC recipients. The Act mandated that

states could begin the program as early as July 1989, but not later than October 1990. It is
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poss_le that the services provided by the JOBS program have increased participation as the total

AFDC "package" became more attractive. However, the work requirements may also discourage

individuals from participating. Indeed, the long-term purpose of the program was to increase the

rate of exit from the program and to reduce, not increase, participation. Moreover, only 15 states

chose to begin the JOBS program in July 1989. Currently, 22 states still do not have JOBS

progrsnt_ The target for the number of participants in the JOBS program is also fairly low--only

7 percent of the nonexempt AFDC caseload were required to participate by FYg0.

Mcat AFDC recipients are categorically eligible for food stamps, and estimates suggest that

over 80 percent of AFDC recipients participated in the FSP in 1985 (Doyle, 1990). Many of the

same factors which affect FSP participation levels also affect AFDC participation. An increase

in AFDC participation may increase FSP participation because (1) once an individual is applying

for AFDC the cost of applying for food stamps is very low (a single application form and a single
J

interview apply to both programs), (2) AFDC eligibility workers inform recipients about their

eUglbility for food stamps, and (3) once the individual has entered the welfare system the

psychological burden of receiving additional welfare benefits may be reduced.

It is u_iikely that the AFDC program changes affected enough people to have caused all

of the recent increase in AFDC participation. Hence, the increase in AFDC participation is

unlikely to have caused, the increase in FSP part/cipation. But, as we showed in Chapter I, the

increases in AFDC participation and FSP participation are highly correlated suggesting that

similar factors caused the increases in participation in both progrnm._

D. SUMMARY

This chapter has discussed a wide variety of possible explanations for the increase in FSP

participation. Increases in unemployment, increases in the number of working poor, and changes

in immigration legislation could all have conm'buted to the increase in FSP participation. The
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other economic, demographic, and sociolo/ical facto__ in the number of children in

poverty, increases in the population, increases in the number of female-headed households, and

changes in social attitudes towards we_uld also be important. However, changes in these

factors tend to occur slowly;, these changes may have affected the trend in FSP participation, but

they are less likely to have caused the sharp increases in participation that have occurred in some

states.

The increase in food stamp benefits could, be an important explanatory factor for the

increase in participation. However, it is dlmcult to reconcile thc lar_ variation in participation

increases in different states with the explanation that the increases were caused by an increase

/n the v_uc og be!2¢_ts. _timini_trativO chal2ges in the FSP and increased funding for outreach

programs, while potent/ally important factor_ in dcte_prnlnln_ _L'u_ part/cipation, are not yet fully

implemented and thus arc unlikely to have been a major cause of the recent increase.

An expansion of participation hi other public assistance programs could also be a

significant explanatory factor for the increase in FSP participation. Of the other public a._sistance

progr:_m-_,the Medicaid program has experienced the most important changes over the past two

years. Although participation in the WIC program increased substantially, the absolute increase

in WIC participants was not large enough to explain ail of the increase in FSP participation.

Changes in the AFDC program were not major and probably not important enough to explain

the recent increase in FSP participation.

38



III. ANALYSIS OF AGGREGATE DATA ON FSP PARTICIPATION

In this chapter, we use national and state-level data to analyze the influence of economic,

demographic, and other factors on Fb"P participation. Our _ion of the potential

explanations for the recent increase in FSP partidpation in Chapter II guided our choice of

variables; however, due to data ]imitatiolllg we were unable to examine all the factors discussed

previously. We use the results of this analysh later in this report to assess the likely importance

of those factors in explninlng the recent ino'ease in FSP partic/pation.

The discussion consists of four sections. The first section discusses the methodology used.

The second section presents the results obtained with nationaMevel data. The third section

provides estimates that are based on state-level data and compares the results with those obtained

based on national-level data. The final section provides a brief summary.

A. lVIHTHODO_GY

.. The results presented in this chapter are based on a series of regression models that

attempt to explain FSP participation as a function of economic, demographic, and other variables

that are expected to nffect participation. Before we present the results of these models, several

methodological issues require discussion.

1. The Estimation Period

We estimated our models with quarterly data from FY82.3 through FYg0.2. We chose

FY82 as the starting point for the analysis both because some data series were available only

be_nnlng in FY82 and be/gause major structural changes made in the FSP in the late 1970s and

early 198(h were implemented fully by this point in tlme. 7

?While all our data series were available be_nning in FYSZ1, our analysis per/od begins in
the third quarter of FY82 because several variables used in our analysis have one- or two-quarter
lags.
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2. The Unit of Analysis

We estimated our models of FSP part/dpation first with time-series data for the nation as

a whole. Using national-level data was appe_llng, since data on a wide range of potential

explanatory variables are available at the national level, thus enabling us to e_nmlne the effect

of these variables. However, our ab/l/fy to use national-level data to identify the effect of a wide

range of variables on FSP pattie/pat/on was I/m/ted both by the small number of available

observat/om (32 quarters) and by the fact that some data series of interest may extu_it similar

time trends. For these reasons, we also used a combined time-series, cross-sectional data set that

includes the 50 states and the Dlstr/ct of Columbia. Th/s data set gave us an opporttm/ty to use

differences in the characteristics and experience of states to identi_ the separate effects of the

explanatory variables.

3. The Variables Used in the Analysis

The dependent variable in our analysis is the monthly number o£ food stamp recipients

averaged over each quarter. Most of the independent variables (see Table KI. 1) are defined

similarly. For example, we use the monthly number of AFDC recipients and the monthly number

of unemployed workers averaged over the quarter. However, we use the cumulative number of

LAWS and SAWS program participants who have been granted resident status, rather than the

number who are granted resident status in a quarter, since it/s the stock, or total number, of such

individuals that we hypothesized is contributing to the FSP caseload.

Several further points about the independent variables in our models must be mentioned.

F'_t, we use the number of unemployed rather than the unemployment rate, since we believe

that the number of unemployed is related more directly to the number of food stamp recipients.
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TABT.T=.IIL1

MEANS AND STANDARD DEVIATIONS OF EXPLANATORY VARIABLES

National-level Data State-level Data

Standard
Mean Deviation Standard

(1,000s) (1,000s) Mean Deviation

Number of Unemployed 8,400 1,625 164,698 189,011

AFDC Recipients 10,667 228 209,163 295,186

Medicaid Recipients 2,414 478 47,328 54,456

WIC Recipients 3,140 556 61,568 62,144

LAWS and SAWS 459 771 9,006 72,738

Households with Female 7,032 359 n/a n/a
Heads

Number Employed in 1,090 987 n/a n/a
Personal Services Industry

Sample Size 32 1,632

NOTE: The means were taken over the sample period FY82.3 to FYg0_I. The state-level data
include quarterly data on 50 states and thc Diztr/ct of Columbia. The number of
unemployed ind/viduah, Medicaid recipients, and WIC recipients were lagged one quarter.
The Medicaid recipients are categorically needy recipients not receiving cash a,_/ztance.
The number of LAWS and SAWS ia the cumulative ntunber granted residence status by
the end of each quarter. Thh var/able was lagged two quartets. The national data are in
thousands.

n/a -- not available.
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Second, we use the total number of AFDC recipients in the regular and unemployed parents

AFDC programs. In preliminary work we used separate variables for these two components of

the AFDC program, but we combine the two variables in the analysis herein because we found

that the estimates for thc AFD_UP varied comidembly with the model specification. Third, we

use the number of Medicaid recipients who were categorically eligible but did not receive cash

assistance such ns AFDC or SSI, rather than the total number of Medicaid recipients. 8 We do

so in the belief that this category of recipient is the most likely to contain individ-nl_ who have

become Medicaid recipients as program coverage was expanded to pregnant women, infants, and

children who were not eligible for AFDC. 9 Fourth, we use the combined number of LAWS and

SAWS program participants in our models rather than the two series separately. We do so

because the correlation between the two series is quite high, thus making it difficult to identify

the separate effeCts of the two types Of immigrants. 10

We use lagged values for most of the independent variables, since individuals who enter

a new status that increases their likelihood of food stamp receipt (for example, unemployment)

may take some time to apply for and receive benefits. We use a one-quarter lag for all variables

other than the LAWS and SAWS variables, for which we use a two-quart_ lag because it might

take a relatively long time for newly legalized immigrants to apply for public assistance. We do

not use a lag for the AFDC variable, since the joint application process for AFDC and food

SThe Medicaid data are annual counts of recipients. Data for FYg0 are projeCtions obtained
from the Health Care Financing Administration.

9The two main categories of Medicaid recipients excluded by this choice are (1) categorically
needy persons who receive cash assistance and (2) medically needy persons.

Z°We did estimate models using the two series separately, and found that the coefficients
varied considerably according to the extent to whi and Infants Covered Children Dropped Provides Prfficient

on the sum of the two series did not show the same degree of variation.
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stamps should mean that an increase in AFDC recipients will quickly be reflected in an increase

in food stamp recipients.

4. Estimation Issues

Our basic analytic strategy was to estimate either time-series or pooled time-series, cross-

sectional regression models of the form:

(1) P=a+bX+u,

where P is FSP participation, X is a vector of explanatory variables thought to affect participation,

and u is a random error term. The observations are by quarter for the national-level analysis and

by state and quarter for the state-level analysis.

We estimated a number of models which vary according to the variables included in the

X vector of variables. By specifying the models in a number of different ways, we can assess the

robustness of our estimates.

In the classical model, the error term (u) is assumed to have a mean of zero and a constant

variance, and each error is assumed to be independent of all the other errors? However, in

time-series settings, the errors are commonly serially correlated, with positive errors in one period

more likely to be followed by positive errors in the next period, and negative errors to be

followed by negative errors. While est/mates orb (in which we are interested) are unbiased when

errors are serially correlated, the sampling variances of these estimates are large relative to those

generated with a different method of estimation (JohrL,ton, 1984).

In our preliminary analysis, we tested our models for serial correlation (using the Durban-

Watson test), and we rejected the hypothesis that the errors were not set/ally correlated. For our

nThis is the assumption used when relpression models are estimated with ordinary least
squares.
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time-series models and for some of the time-series, cross-sectional models, we modified the

regression model to give the error term a first-order autoregressive structure. Subsequent tests

of the errors of these modified models indicated that the errors of these models were not serially

correlated.

A further issue about the error term in our models arises for the t/me-series, crou-sec_nal

analys'm In tiffs case, the assumption that the error term has a constant var/ance across

observations is likely to be incorrect, s/nee the level of FSP partic/pation var/es substantially

among states. That is, the variance of the error term is likely to be higher in larger states than

in smaller stat__ As is the case with serially correlated errors, estimates of b that are generated

in the presence of what is termed 'hetewsce. dasticity' will be unbiased but inefficient (Lc., they

will have large sampling variances). Given the likely presence of heteroscedastic errors in our

cro&s-sectional models, we estimated our modeh both under the assumption that the errors have

constant variance and under thc assumption that thc variance of the errors is proportional to the

size of the labor force in each state. 12 In future work we will try alternative specifications.

Due to the large size differences among the states, we also used fixexi-effects models for

the state-level analysis. F'n_t-effects models assume that the coefficients Co) of the explanatory

var/ables are constant acrou states, but that the intercept (a) varies by state. Clearly, the

assumption about the intercept is appropriate, since the dependent variable is FSP participation,

whose magnitude varies considerably among states. Fixed-effects models can be estimated by

12Wh/le it would have been natural to use state population rather than the size of the labor
force to make this adjustment, our data set contained a var/able on thc s/ze of the labor force but
not the population. Using the size of the labor force should make little difference to the
estimates, since the important point is to use a var/able that scales the states according to their
relative size.
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using a dummy (0,1) variable for each state. These variables take into account differences among

states that are not directly controlled for by the X vector of explanatory variables. 13

The recent rise in FSP partidpafion has led some observers of the program to question

whether the relationship between FSP participation and economic and other factors has changed

in recent years. We examined this hypothesis by estimating models in which the coefficients of

the main explanatory variables take on different values for thc early (FYS2.3 to FY88.2) and later

(Y"Y883 to FYg0.2) parts of our estimation period. We derived these values by multiplying each

of our main explanatory variables by a dummy variable that equalled one over the last two years

(F¥88.3 to FYg0.2) and zero previously. We then entered both these new variables and the old

variables into the model

Finally, we controlled for seasonal influences by including quarterly dummy variables in all

of our models. We included dummy variables for the second, th/rd, and fourth fiscal-year

quarters.

B. NATIONAL-LEVEL ANALYSIS

Table IIL2 reports the results of a representat/ve set of the models estimated with national-

level data. The analysis yields several conclusions. First, the main variable that controls for

economic fluctuations-the number of unemployed individuals lagged one quarter-has a

stathtically significant effect on FSP participation. 14 FNS has used this relationship to forecast

FSP participation The coefficient estimate was relatively stable among the models tested,

implying that 343 to 612 ind/viduals are added to the food stamp rolls for every increase of 1,000

in the number of unemployed. Although not shown in the table, we also used the number of

12See Maddala (1987) for a discussion of fixed-effects models.

14In this chnpter, coefficients are "stat/st/cally significant' based on one-tailed, 95 percent
confidence-level si?iHcance tests.
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TABLE IlL2

NATIONAL-LEVEL REGRESSION ANALYSIS
OF _ PARTICIPATION

!_planauxty Variable Model I __h4ode__!2 Model 3 __h4ode__!4 Model $ Model 6 Model 7 Model 8

Number o1' 0.350 0.512 0.360 0.347 0.521 0.343 0.485 0.612

u_ (0.0_) (_091) (0.0_) (0.0_) (0.0_) (0.08t) (0.0_) (o.o69)

Hour.ko_ _ - z_ l._ .....
Ferule_ (LeO_ 0.236)

AFDC Rectpimm 2.119 - 1.990 1.833 0.881 2,,304 1.109 -
(0_30) (0.538) (0._' 0 (0.612) (0.508) (0.692)

Med_ R_m_ .... o.o41 - -o.o19 o.16s
(ml_) (0.1_) (_169)

Mc R,_,im,- ..... 1.4_6 - 1.242 1.92o
(o.4ss) (o.soo) (o.36s)

o_ LAWS and SAWS ..... 0.375 0.279 0.213
(0.188) (0.195) (0.183)

Number F_.mp]oyudIn .... 1.735 - - -0.810 -
Porn:maiServJa:s (I.555) (1.458)
!ndumy

R 2 0.978 0.968 0.979 0.979 0.983 0.981 0.984 0.983

NOT{B: Aamodek_es_ima,,-4m_rtheFYSZ3mFYg_2petiod. Ai{modeb{ndudedthmequan_r{ydummy_uiablesm_ntroliurseasonaln,,amtiomandall___
aamming that the ChUn ha_ a _ra_-onler aum-mgmssi_ sUmmure. Standanl enun o{fthe melf_:imt es_m,,"- are in panm_ncseL



unemployment insurance cxhanstees in our model and found that this variable was not statistically

significant when the number of unemployed individuals was also included in the model. We also

found this result in our state-level analysis.

Second, we found that the number of AFDC recipients had a positive and statistically

sJ?i_cant effect on FSP participation, 15 as was expected since the rate of FSP participation

among AFDC recipients is hi/h? However, in most of the models, the coefficient estimate was

greater than one, implying that each increase in the number of AFDC recSpients generates a

greater increase in the number of FSP participants. While this situation may arise when an

AFDC household is part of a larger food stamp household, it is likely that the AFDC variable

is also pick/n E up the effect of variables that are excluded fi'om the models and that are

correlated with AFDC receipt. We included one such potential variable-the number of female-

headed households-in several models. This variable had the expected positive sign, but was not

statistically sjanificant. For this reason, end because we can measure AFDC recipients by state

but not the number of female-headod households, most of our models use AFDC recipients, l?

we tried several variables in our models other than the number of unemployed, to

capture the economic conditions that face likely food stamp recipients. These variables include

the number of workel3 in the personal services industry, in order to capture changes in the

hVrhe AFDC coefdent seems to be qu/te sensitive to the time period used for estimation,
the choice of the lag structure, and the choice of estimation procedure to correct for serial
correlation.

16Although not shown in the table, we did estimate several models in which we included a
variable for the number of AFDC em_ cases. The coefficient of this variable was negative,
and, while it was not statistically s'qIn/ficant in the national-level models, it was statistically
sj?iflcant in the state-level models. The negative sign suggests that food stamps and emergency
AFDC payments may be used as alternative sources of support.

17When we estimated a model to explain the number of AFDC recipients, we found that the
number of female-headed households was an important and significant explanatory variable, with
a coefcicnt that implies that each female-headed household contaims 1.1 AFDC redpients.
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avallabil/ty of low-wage jobs; real hourly wage rates averaged over several low-wage industries;

average disposable income; and the price of food at home relative to the Consumer Price Index,

in order to capture the pressure on household food budgets. These var/ables generally had

statistically/nsignificant coefficients or, for the real wage rate, coefficients that were the wrong

sign and of a magnitude that did not make any sense, la

Fourth, in most models, the Medicaid and WIC recipient variables had the expected

positive signs, incllcafing that an increase in participation in these progr_mt in one quarter

increases FSP participation in the next quarter. However, the coeffic/ent for the Medicaid

variable was not statistically significant, and the WIC variable, while statistically significant, had

a coefficient that was greater than one, a magnitude which seems too large (see discussion of the

AFDC coeffident).

Fifth, we used a var/able that equalled the cumulative number of LAWS and SAWS

pro/lam participants who were gl'anted resident status (la_ed two quarters). We hypothesized

that the/nc-rea.se in legal/zed al/em represents an increase in the number of indiv/duals who could

potentially collect food stamps, even though the LAWS program participants themselves are

prohibited from receiving such benefits. 19 We found a positive coefficient for this variable that

was statistically sigv,ifi,:-,mt in one of the models. The coefficient ranged from .21 to .38 in the

models reported in Table IIL2/nd/caring an estimated increase of between 210 and 380 new FSP

participants for each additional 1,000 LAWS and SAWS program participants.

F'mally, we estimated a model (model 8) that included the main explanatory variables

except for the AFDC variable. The argument for excluding this var/able rests pr/madly on the

lathe est/mates of the model which/ncludes all these var/ables arc not presented in th/.,_
report. Table IlL2 presents estimates of models which include the number of workers in the
personal services industry.

19As mentioned in Chapter IL the U.S.-bom children of LAWS program participants can
receive food stamps.
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view that the recent changes in the AFDC pro_m Q.c., the expansion of AFDC-_ and the

JOBS program) have not yet had an impact on AFDC participation. Since no other major

changes in the AFDC program occurred during our est/marion period, any effect of changes in

AFDC should be captured by the other variables in the model, which themselves affect AFDC.

The impact of this assumption was to increase the coefficient estimates for the number

unemployed, Medicaid recipients, and WIC recipients but not for the LAWS and SAWS variable,

suggesting that LAWS and SAWS program participants have had !itfie impact on AFDC.

In sllmmal'y, the national-level analysis suggests that unemployment, the recent legsliT_tion

of resident aliens, and participation in other public assistance programs affect participation in thc

FSP. However, given the small number of time periods available for the national-level analysis,

our estimates of the size of these effects varied considerably with the model specification.

C. STATB-;._e'h-w. ANALYSIS

To the extent possible, we reexamine the findings on the national-level data here with

state-level data. Table HL3 reports the results of this analysis. In general, the findings are similar,.

to those found with the national-level data analysis; however, since thc results are more stable

than the national-level results, it is worth discussing them.

First, in the models that include the AFDC variable, the estimated effect of unemployment

was quite stable; the coefficient suggests that every 1,000 additional unemployed individuals

generates 392 to 472 additional FSP participants. The estimate changed little when we changed

the error term specification.

Second, the coefficient estimate for the AFDC variable was also quite stable regardless of

the estimation method. The coefficient implies that an increase of 1,000 AFDC recipients

increases FSP participation by 1,040 to 1,235 individuals.
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TABLE HL3

STATE4.EVm.aEOaESSiONANAL',_ISOF_P P,,,RTiCn_ATtON

Exphmo,yVarhble Jdodel_ Mode,2 __A___l3 Aiodc,4 AbSciS Uud_6 Uodct? Mode,S

L NumberLbc,q,k,_ 0.458 0.463 O.392 _472 (_?s9 0.8';0 G733 o.46o
(0.014) (0.02o) (0.021) ((_023) (0.021) ((_018) ((_02s) ((_02_)

7. AFDC Redpb._ts 1.235 1.169 1.040 1.173 - - - 1.072
(o.(n2) (0.041) (0.033) (0.047) (o.o44)

2, MaticnidR,:cipm_s - 0.228 0.2_ ,_l_ _401 e_46z o363 (_031
(o.o43) (0._1) ((_04_) (c_052) (Go6s) (0.048) (o.o52)

4. Mc RccipJcn - ._S22 0.:TS .0.882 0.281 L8';9 -_095 ._332
(O.O73) (0.098) (0_.S2) ((L0el) (C_lO3) ((_mg) ((_.sg)

5. LAWS,ndSAWS - 0.169 O.O42 C_286 ,a_ G038 (_400 0.246
(_016) (0_02_ (0_028) (m0_9) (OL030 ((_a3.3) (m024)

A,Mition_! !mpac_ _qf_crFY88.3

6. Unempio)_ ....... 0.166
o (_o37)

7. AFDC ....... 4).071

(_o;o)
8. Medium ....... 0.264

(_o4_)
9. w_c ....... -_32s

(tOTO)

R2 0.994 0.995 0585 0.994 0.992 0.976 0.992 0.995

Error Term Classical Classical Auto- Pmportineal Cbusical Auto- Proportional Classical
rcpusivc :qre.i_

NOTE: AIImodelaweree_timatedowrtheFY82.3toFYg0.2perio_ Allmodclsinchldedthi_equarterlydummy_trtabk_s_omntmlforseas_mdfiucma___
with bed efrccu for each mw.. SiondanS crm_ of _e _t estiuMtcu are bi !_mntheset



Third, unlike the national-level estimate_ the estimated effect of participation in Medic.',.

was also statistically significant in models 1 to 7. In the models that included the AFDC variable

thc estimate implies that an increase in 1,0(X)Med/ca/d redpients (categorically needy recipients

who do not receive cash asaistance) l_-nerates an increase of 193 to 295 FSP participants. The

WIC fcc/p/eat var/able was also statistically s'qpfificant in most of thc models. However, because

the sign of the coefficient varied with the estimation method, it is not clear what effect WIC

pan/c/pat/on really has on FSP pan/c/pat/on.

Fourth, the esthnated effect of the LAWS and SAWS variable, while statistically si_miflcant,

varied considerably according to the est/marion method. In thc models that included thc AFDC

variable, the estimates suggest that every 1,000 LAWS or SAWS program participants who

receive permanent resident status increase FSP participation by 42 to 286 ind/viduals.

Frith, as we found with the national-level analysis, the est/mated effects of our explanatory

variables increased (except for the LAWS and SAWS variable) when we assumed that

part/c/pation in the AFDC program had no independent effect on FSP part/c/pat/on. In the

models that excluded the AFDC var/able, the esthnates suggest that an increase of 1,000

unemployed ind/v/duah generates an/aa'ease of 733 to 870 FSP part/c/pants, and an increase of

1,000 Medicaid recipients generates an increase of 363 to 461 FSP partidpants. The coefficient

estimate for the WIC variable continued to vary considerably in these models.

Finally, we estimated a model that permitted the impact on FSP participation of

unemployment, AFDC, Medicaid, and WIC to differ before and after the be_nning of FY883.

The estimates of this model are presented under model 8 in Table Ill3. The impact of each of

these four factors before the bel_mgng of FY88_ is given by the respective coefficient from the

- first four rows. Thc impact of each of these facto_ after the beg/ri.lng of FY88.3 can be

calculated by adding its coefficient from the first four rows to the 'additional impact' coefficient

from rows 6 to 9. The estimates suggest that the impact of each factor changes si_iHcantly after

51



the bc_nnlng Of _. Both state unemployment and the number of Medicaid recipients had

a larger impact on FSP participation in the later period. But, changes in WIC and AFDC played

a less important role in the later period. These results suggest that a structtual shift occurred

around the beginning of _-aft_ the bc_nnlng of FY88.3 the relationship between FSP

participation and uncmploymeht, AFDC, Medicaid, and WIC is fundamentally different from the

relationship in the earUer period. However, these results should be viewed as prelimlnnry unlil

WChave experimented with different specifi_tiom of the error term and with different dates on

which the smicmral shift may have ocaured.

D. SUMMARY

The national and sate-level models in this chapter indicate that changes in the number of

unemployed individuals, the number of AFDC recipients, the number of Medicaid recipients

(categorically needy recipients who do not receive cash assistance), and the number of newly

legalized immigrants (LAWS and SAWS) help explain changes in the number of FSP participants.

Estimates of the effect of WIC participation on FSP participation vary widely, ranging fi'om

positive to negative.

Our estlmntea o£ the magn/tude of these relationsh/ps differed somewhat when we

estimated the models with national or state-level data, but in most cases using alternative

estimation strategies had relatively little effect on the ma/_itude of the estimated effects.

Because the estimates based on state-level data appear to be more stable than those based on

national-level data, we use these estimates later to assess the impact of recent changes in these

variables on FSP participation
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IV. ANALYSIS OF HOUSEHOLD DATA ON FSP PARTICIPATION

In this chapter, we use household-level data from the Food Stamp Quality Control (QC)

databases to analyze the causes of the inarease in P'SP participation. These household-level data

allow us to examine (1) whether the increase in FSP participation was due to an increase in the

number of households that entered the proDrmn or to an increase in the length of t/me spent in

the progrsm and (2) whether the characteristics of households that enter the program changed

over time.

We derived the OC databases from a national sample of food stamp cases selected

randomly each month. The unit of obp_tion in the QC databases is a FSP-participating

household? We eTAmine data for FY86 through FY89. zl Unfortunately, the QC data are

not yet available for FY90, thus lira;ting our analysis to the earlier period of increases in FSP

participation.

The databases contain the follow/n Einformation on a sample of households that participate

" in the FSP:

· The mount of food stamp benefits and deductions for each household,
and whether the household received expedited service

· The date on which the household was certified for the program

· The income and assets of each household

· The demographic charactegstics o£ each household

· Thc types of other public asaistance benefits received by each household

_ 2o A household is defined as a group of individuals who live together and purchase and
prepare food together.

21The data come from the 'full-year unedited' QC databases for FY86, FYS'/, FY88, and
FY89.

53



The first section of this chapter exsm;ries thc extent to which the recent increase in FSP

participation was caused by an increase in the number of households that entered the progrnm;

rather than by an increase in the length of time that households spent in the program. The

second section describes the changes in the characteristics of households that enter the program

which occurred with the increase in FSP participagon. We conclude with a brief summary.

A. CHANGF_.S IN ENTRY INTO AND EX1T FROM THE FSP

The QC databases do not proviclo information on the length of time that each household

spends in the progrnm_ But any change in the average length of time spent in the program will

be reflected in changes in the number of households that leave the progrnm_ Although we

cannot observe which households leave the FSP, we can calculate the number of households that

leave the prolp'_m-

We calculated the number of households that leave the program each month by using a

simple identity:, the change in the number of households that participate in the program is equal

to the difference between the number o£ households that enter the program and the number of

households that leave the program. We identified a household as entering the program if it was

newly certified in the month in which it was sampled. We calculated the number of households

that exited the program each month by subtracting the change in the number of participating

households from the number of households that entered the program

The monthly averages of the change in the number of households that participate in the

FSP, the number of households that entered the program, and the number of households that

exited the program are presented in Table IV. 1. The figures in Table IV. 1 represent population

totals. We generated them from the OC sample by weighting each observation so that the

weighted number of observations in each state was equal to the state caseload.
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TABLElV.l

AVERAGEHOfflHI.YCll/Ol_ iff THENIJHB_OFHOIJSEfilX_PARTICIPATINGIN TIlEFSPNI) AVERAGE
HONTHLY_ OF_ ENTERINGAle EXITINGTHEPROGRNI

Average Nonthly Change in Average' Honthly limber of Average Honthly _ of

Household Par_iclpation Housdmids Enterlnq FSP Households _xlt_tng --FSP%erageFiscal AverageOver AverageOver AverageOver AverageOver AverageOver Over
quarter Quarter· Year (_mT'te_ Year Quarter Year

FY m.l 33,8651 233,gs81 200,0931

FY 86.2 44.791 247,642 202.0S1

FY 86.3 (62,087)2 236,501 2ge,me

FY 86.4 (1g,775) (3,953) 235,502 _18,805 256,277 :,42,7.f8

FY 87.1 m, gg 2g,ml 231,001

F'Y87.2 diO,BBO 2Sg,FJS 218,206

FY87.3 (71.049) 204,Sg4 275.643

FY 87.4 (60,012) (IS,303) 252,4144 ZM,(]_i 312,458 250,327

FYm.x L%507 231.m4 u2,o97
U!

FYm.2 87,347 270,m3 ]82.737

FY88.3 (58,592) 226,676 2B5,16e

FY198.4 (14,298) 8,511 ZSO,Z99 249.661 264.597 241.150

FY89.1 45,023 275,656 230,633

FY89.2 65,709 307,167 241,468

FYee.3 (3i,502) z'/o,2e6 3ot,788

FY 89.4 22,367 23,399 306,9o6 290,004 2M,539 264,6o6

1AveragetJdkdmover Bovmberand0ecmber only.

2parmRheses indicate · negative nmlm-.

SOURCE:Fc_xlStampquality Control databases.



FSP participatioa by households follows a pattern similar to the pattern of FSP

participation by 'm'dxviduah discu.ss_ in Chapter L Throughout FY86 and FY87, participation

by households followed a downward trend. This trend reveled itseff in FY88.1-between FY88.1

and FY893, participation increased by 327,000 households (4.7 percent). The increa,e in

participation by households of 4.? percent between FY88.1 and FY893 exceeded the 2.6 percent

increase in participation by individuals over the same period. Thus, average household size

declined over the period.

The number of households that entered the FSP each month followed an upward trend

between FY86 and FY89. The average number of households that entered the FSP increased

by over 20 percent, fi'om an average of 239,000 each month in FY86 to 290,000 in FY89. The

proportion of all FSP-participating households that were newly certified also increased, from 3.4

percent in FY86.2 to 4.2 percent in FY89.2. The number of households entering the FSP is

generally highest in the first two quarters of the fiscal year and lowest in the third and fourth

quarters.

The number of households that left the program each month generally increased

throughout FY86 and FY87. After dipping in the first half of FY88, the number of households

that left the program again increased throughout the remainder of FY88 and FY89. The number

of households leaving the FSP/s generally highest in the third and fourth quarters of the fiscal

year and lowest in the first and second quarters.

Over most of the period of increases in FSP participation, the increases were caused by

an increase in the number of households that entered the program, and not by a reduction in the

utunber of households that left the progrsm_ In fact, the average monthly number of households

that left the program increased throughout the second haft of FY89 and FYg0. An exception is

the period between FY88.1 and FY88.2, when the increase in household participation was caused
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by both an increase in the number of households that entered the pm/lam and a reduction in

the number of households that left the program_

B. THE CHAKA__ OF HOUSEHOLDS THAT ENTEI?h':D THE FSP

An important reason for the increase in FSP participation was an increase in the number

of entrants to the program_ An examination of the characteristics of these entrants provides clues

about the cause of the participation increase.

The characteristics of households that entered the FSP between FY86 and FY89 are

shown in Tables IV.2 and 13/3. In addition, the tables show the change in the proportion of

households with each characteristic between each consecutive year, and the test stathtic

associated with that change. A test statistic l_,eater than 1.96 denotes a change which differs from

zero at the 95 percent level of confidence.

Eight significant changes in the characteristics of households that entered the program

coincided with the increase in FSP participation between FYg8 and FY89.

1. A reduction in the size of households caused by a reduction in the
proportion of households w/th children, and an increase in households
that contain only a single adult and no children

2. An increase in the number of households with no adult food stamp
recipients, Lc., households in which the only food stamp recipients are
under 18. These include households with a household head under 18,
households with foster children, and households in which an adult

participates in the LAWS proiil'sm

3. An increase in the proportion of households with zero net income and
an increase in the proportion of households whose gross income is above
131 percent of the poverty level

4. An increase in the proportion of 1Tlspanic heads of household

5. An increase in the proportion of household heads who were not in the
labor force and defined as 'not employed'

& An increase in the proportion of households that rece/ved expedited
serv/ce
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TABLE !Y.2

CI_RISTICS OFItI_SEIiQ.B6EOTEIIIOGTHEFL°
BElldEENFY08MO FYm

FYM rrB; FYM FY# Ck4mp37-si Ckaq_ _ CZ.mia

limber limber Number Imber Standard Test Standard Test Standard Test
CMrKtartstSc (Tbousma) Percent (Tlmmmods)Peraot (hsmdJ) Pm_Jot (Tbous&mls)Percmt Porcmt Error Statistic Percent Error Statlsttc Porcmt Error Statistic

HoMseboldsIdlUI

Eorolnl8 72 20.ok 70 20.R 73 20.1% 82 20.:B -i.Oq 1._ .0.40 0. B' I.M 0.17 -0.m l.IMk -0.40
Ac0C 41 I6.0k 39 IS. ok 55 ri. Ill 56 10.0k .4.m 1.3k -4.66 ii.ok 1.4_ 4.41 -3.141 !.44 _.20
Hodtc4td 196 iO.lql ISiS 81._ 100 10._ Z3S 0i.ok 0.ok i.4fk 0.03 -4.7_ I.S_ -3.LI 4.ok 1.4ql 3.10

Zero Gross lucern 66 27.1% 55 Si. ok 73 /Kl._ M 31.ok 0.ok !.ok 0.SI 1._ 1.6_ 0.70 2.i_ l.ok 1.60

Zero bt IKem 106 44.ok 110 44.M 110 44.1% 141 46.ok 0.ok l.ok 0.SO -4.# 1._ -4.46 4.ok 1.7% 1.61
EJqxdttml Service 5.1 22.ok 5o LO.Ok 55 20.4_ 01 51.ok -i.4& !._ *0.55 S.Ok I.M 3.70 3.54 l.ok 2.25

Householdsby Gross
Incomeu %of Poverty

Ok 66 57.1% 68 Si. ok 73 20.2q 6_ 31.ok 0. ok !.ok 0.55 1.1_J 1.6_ 0.73 2.ok l.ok i.62
I-SOk 77 31.ok 72 19.4q 55 57.S_ 70 Si._ qE.M !.lni -1.46 -I.M l.ok -1.10 -I.M !.ok .4.08
51-100_ 80 33._k 86 3iS.141 08 35.3_ 06 ]12.Ok l.ok I._ 1.10 0.L_ 1.7(I 0.55 -2.7_1 l./ll -1.62

101-13ok 10 7._ 17 7.141 20 7.ok 54 0.B .0. ok I.ok *0.01 0.1_ I.ok 0.84 0.4q l.ok 0.M
oo 131%* 0 0.ok I 0.# 0 0.1% 3 1.2qk 0.3k 0._ II.N -4._d 0.2_ -1.40 1.1_ 0.3_ 3.03

Housekolds by Lewll of
FeedSt41pBmeftt

4-$10 0 3.r4 0 li.2_i 7 2.7% 6 5.1ti .0.ok 0.ilk -0.08 .0.M 0.ok -0.84 -0.S_ 0.M -1.03
II-SS 15 6.12s IS 0.B IS 0.1% 1S S. lql 0./_l 0.IR 0.28 -0.L_ 0.ok .4.si *l.ok 0.ok -i.n
26-08 30 13.4_ 33 13.ok 26 10._ IlS 12.1% 0._ I._ 0.16 -3.0q 1._ -2.02 I.S_ l.lql i.30
S1-75 41 17.2_ 30 10.1ii 41 16.3_ 46 16.ok -!.lql !.# .4.01 0._ 1.3fk 0.10 .4.B 1.3_ -4.53

76-100 40 liS.ok 40 I6.B 45 16.ok S2 Il.ok -4. M I.B -4.3_ 0.ok 1.3_ 0.4S l.ok 1.3_ 0.73
I01-1SO 46 19._ 46 Ii.ok 40 10.2_ 40 IS.4_ *0.B !.# -4.21 -2.7_ 1.4_ -I.N .0.ok !.B -4.62
101-200 50 10._ 25 10.B 36 14.S_ 40 13._ 0.ok I.i(I 0.63 4.5_ !._ 3.53 -0.14 1._ -0.47

201, M 14.1_ 37 IS.M 45 16.7% SO 17._ I.B I.B 0.1g I.M l.)k 1._ 0.7ql I.B 0.M

iMuseholds¥1_
ClltJdree 146 60.611 140 61._I 157 6.1.1% 166 S;.L_ 0._ I.# 0.33 5.0_ I._ 1.12 -5.0q 1.7% -3.46
Elderly 21 6.ok 20 6.ok 17 0.7% _ 7./_ .4._ i.ok .4.10 -1.6_ J.ok -1.70 O.ok O,ok l.Ol
Allen 5 I.ok 5 l.ok 3 l.ok 3 !.l_l -O.ok 0.# .4.01 0.ok 0,4_ O.M 0.1% O,ok 0.53

Stulile llmuld_iy Adults 61 2S._ 63 20.2% 6] 2S.4Pk 80 50.1(_ 0._ 1.6_ 0.33 .0.4i_ J.ok -0.23 2.7% 1.S_ 1.73
SInole EId4rly 15 5.1% 11 4.M g 3._ 13 4.04 -4.ok 0.# -4.03 .0.7% 0,7% -4.90 0.70 0,726 1.62
Single Adulta ¥_Jds 60 20.ok 7St 37.3_ go 36.4q gS 33._ 4.B 1._ 2.55 4.1_ 1,7% 2.39 -3.ok 1,7(I ~i.79
fiulttple Adults u/Kids 73 30.1% 08 57.1_ 03 55.S_ 62 51.7% -3.ok 1.6_ -I.15 -!.ok 1.6_ -4.99 -3._ I.S_ ~5.04

14ultIple Adult u/o Kids 25 O.lfd 21 8.54k 10 7.3_ 20 0.2_ .0.64k !.ok .4.07 -1.2_ I.ok -1.54 1.1_ !.ok 5.01
No Adelts 6 2.S_ S l,ok 4 1.7% 0 3.1% -4,ok 0.5_ -I.06 .4.3_ 0.04 -0,60 !.4fk 0._ 5.71
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TMLE IV.Z (contIMld)

FYM FY07 FYM FY60 Change87-86 Ckm0eM*V Change69-88

IbJor Iblber NUlbor kmer Standard Test Stimderd Test Standard Test
Clmrlctertstlc (TkmIINI) Percilt (Tbilsmds) Percent (Tbeilalds) Percent (TIKmsilds) Percmt Perceat Error Stetisttc Porcdmt Error StottstJc Percent Error Stltistlc

HoileNoldl by Nousdold
Size

I 77 31.7_ 76 31.Oq 74 26.M 96 33.1_ -0.71 1.71 -0.40 -!.S_ 1.71_ -0.00 3.S_ !.64 2.17
Z 40 ig._ SI 26.m SO 23.B R U.7% 1.64 I.M 1.07 Z.M !.M 1.70 0.# l.S_ 0.27

3 4! ZO.M SO 26.# M 21.m SO ZO.7% -0.0_ !.M -0.03 1.4_ l.M 0.94 -1.1% !.64 -0.78
4 M 14.1% 37 IS.04 33 13.B 34 11.7% 0._ !.34 0.69 -1._ !.34 -I.33 -1.64 !._ -1.40
S 311 6.64 10 7.M _O 7.gl 10 6.7t4 -0.7_ l.Oq -0.74 -0.01 l.Ot -0.01 -1.2% 0.gq -1.32
IS* 14 S.# 1! 4.m IO 4.1_ 1! 4.1_ -I.64 0.m -i.lO -0.7_ 0.71 -0.90 O.Oq 0.7% 0.03

Gender of Nomsdmld Had

Iqktle 91 38.3_ gO 37.4_ 03 33.7% 100 34,64 -0._ 1.71 -0.51 -3.# 1.714 -2.22 i.2_ i.7% O.71
Fmle 140 61._ leo 42.64 164 SO.34 187 SO.Zt4 O._d !.7_ O.SI 3.ll_ 1.7t4 2.3_2 -1.2% 1.7;d -0.71

NOMerof Adult Plrtlclpmtta'*
1111o 138 SO.M 130 38.64 130 34.7_ 147 38.etd -l..W l.S_ *0.07 1.O_ I.S_ 0.07 -0._ !.S_ -0.14

Ferule _ 40.1% 3_07 SI.64 lOS ll_.B Z34 61.M i.34 I.SO 0.07 -l.Oi 1.64 0.07 O.L_ i.S_ 0.14
_n
_D Rico of Nomdold Need

#hlta 141 lie.31 140 68.64 137 68.0q les 54.4_ -1.71 1.64 -0.93 -2.64 1.8_ -1.42 -1.6_ 1.8_ -0.02

Illict 03 27.O1 64 26.64 7S SO.Sq 33 Z9.2% -0.fl 1.64 -0.11 3.64 1,64 2.26 -1.]_ 1.64 -0.77
UlslmtC Z4 10.o_ 26 11.71 26 10.M 40 13.9q 1.64 1.1_ 1.42 -1.1% !.1_ -1.00 3.ek I.Z_ Z.�Z
Other IJ 2._ 7 !.g_ 7 3.Ot 7 2.M O._d 0.64 0.40 0.1_ 0.64 0.14 -0. M 0.6q -0.86

EipIo)lmt Status of
Nanobold N468

Emplo_d Pert-Tim IS 6._ 14 S.M 14 S.64 16 6.2_ -0.34 O._ -0.37 -0.B o.gq -0.38 0.64 0.64 0.76
FJqpIo)mdFell-Tim _7 il.7_ 30 1_.# 26 10._ 26 11.71_ 1.110 1._ 0.07 -t.i% 1._ -1.75 0.M l.l_J 0.63
Emlplo_ed*-otbor 2 0.7_ ! O.M 2 l.Gq 2 !.0_ 0._ 0.34 O.SO 0.1% O.4q O._S O._q 0.34 0.00
UMaplO_NI 88 M.Oq 6S 36.1_ M M.64 ** -- -l.Jq 1.64 -1.03 -1.64 1.7_ -0.01 ......

NOt Esplowd 101 43.M 104 44._ 117 40.1f_ leo S9.64 I.O_ 1.64 0.q_ 3,M 1.64 2,13 II.S_ 1.64 6.S5

Totll IlulMr of

Elltorlng Nouseliolds _42,000 244,000 250,000 290,000

Smlple Size Z,160 2,681 2,9S_ 3,03S

SOURCE:FoodStlap Quality Coetrol detebese_.

NOTE: SIq)ie slzil mild Ii r.llollittB6 tudlvldu41 stmdurd errors my differ due to BtSSIB0dlta.

· Dlta ou IMrtlclpmts ere by pereee rather time by luaseNold. Staple slzil ere 4,]01, 3,613, 4,010, nd 4,059 for IN6-1SO9respectively.
"TM ember of beilebold belde coMtld os LMalp1oyodJs tie lilt tm quarters of IrYSOIs Istrlllly leu Ild INmCevlmmel II tKorrect.



TAME IV.3

ClLeKAC'n[IZSTICSOFHOI_HOU)SEffTEIIIIGTHEFSP
BEI_# FY# ANDFY#

FYlo n87 FYlo fYlo Citqe 17-lo CMN. 1147 (:Map 19-11

Standard Test Stluderd Test Standard Test
Ckerictorlstlc Villi bbs Vi)ce Yale* Yehm Error S_KJstlc hbo Error Stetlsttc Vilue Error Stotlitlc

berne Velues
6roe IscMo 4SS 466 4SS 406 !1.0 13.OS 0.79 -II.O 13.77 -O.m g.9 13.46 0.73
bt Income 314 323 293 311 I.I 11,16 O.74 -1O.4 !!,46 -2,M 17,S ll.ZS 1.S6

Totes DeductJoins 141 143 162 154 i.l 6,31 O.M 18.4 6.06 1.71 -7.1 6.52 -i.17

FoodStlml) Bollftt 110 llZ 129 IZI Z.S Z.lo O.lo 7.8 2.06 2.62 0.8 Z,lo 0.27
Household Size 2.7 Z,7 2.6 Z.S *0.0 0.06 -O.S0 4.0 0.06 *0.87 -0.1 0.06 -1.07

Staple Size 2,160 2,681 2,952 3,035

SiX/ICEt FoodStampQulllty Castrol d4_
o%
O

iiOTEf Sillple sizes slid la cilcuJetloll IIKlJyJdudlJstoodurd erFM*lmmI differ due to BlesIB0 dutl.



TABLEIV.3

CHAP_CTERISTICSOFNOU_HOLDSEKTERIMSTHEFSI)
mrTW_NFY46ANDF'fig

FYH F'YI7 FYM FY89 ChangeIl-MS ChangeMS*V ChilqN 86-M

Standard Test Standard Test Standard Test
ClklrKterlstic Vlilue Value Value Value Value Error Statistic VIIN Error Statistic Value Error Statistic

bere0e Vela
6roes IKam 4SS 466 4SS 486 11.0 13.0S 0.70 -11.0 13.77 4.80 0.S 13.46 0.73

bt lucern 314 323 Z03 311 8.8 11.86 0.74 -20.4 11.46 -t.M 17.S 11.25 I.M
Total bducttau 141 143 162 IM 2.1 6.38 0.34 18.4 6.86 Z.TI -7.6 6.32 -I.17

FoodStip bieftt 110 112 120 121 2.S 2.86 0.88 7.8 2.N 2.62 0.I 2.80 0.27
HcesddloldSize 2.7 Z.7 Z.0 2.S 4.0 0.Q6 -0.S0 -0.0 0.06 -0.87 *0.1 0.M *l.g7

S4qll Size Z,860 2,681 2,862 3,03S

I: FoodStip QI11ty CoItTOl Mtieses

0
NOTE: Slple sizes uIed II calcilatiq Iidivtdual standarderrors iy differ die to idsllig dita.



7. An increase in the pwport/on of Medicaid participants

8. A reduction in the proportion of AFDC participants

In the remainder of this section, we discuss how these changes and the lack of changes in

other characteristics of the entrants support or refute many of the various explanations for the

increase in FSP participation.

1. Econom/c. Demozraph/c. and Sociolo_cal Changes

Thc proportion of aU household heads who were characterized as "not employed"-student_

homemakers, those who are incapacitated, and those who, for other reasons, do not seek

employment-increased from 48.1 percent in FY88 to 59.6 percent in FY89. This increase h

consistent with the hypothesis that an increase in the number of 'discouraged" worke_ has

increased FSP participation. But other factors, such as an increase in the number of students,

could also be respous_le for this increase.

No conclusive evidence exists to support the hypothesis that an increase in the number of

working poor increased FSP participation. No statistically signifcant change occurred in the

proportion of households with earnings, or the proportion of household heads who were

employed. However, between FY88 and FY89, the number of households with earnings entering

the FSP increased fxom 73,000 to 82,000.

No increase in the proportion of entering households with female heads occurred between

FY88 and FY89. The proportion of female-headed households increased from 61.7 percent in

FY86 to 66.3 percent in FY88. But the increase in FS? part/c/pat/on between FY88 and FY89

was accompan/ed by a reduction in the proportion of female-headed households of 1.2 percentage

points-although th/-*change does not differ statistically from zero.

Two pieces of evidence support the hypothesis that the [RCA {mmJgration legislation was

an important factor in the increase in FSP participation. First, households headed by Hispanics
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represented a higher proportion of all entering households in FY89 than in the preceding three

years. The proportion of Hispanic household heads increased from 10.5 percent in FY88 to 13.9

percent in FY89-an increase of 14,000 Hispanic household heads. Most of the workers who

were granted permanent residence under IRCA were Hispanic. Second, households that did not

contain an adult food stamp reaipient represented a higher proportion of all entering households

in FY89 than in FY88. The proportion of ail entering households that did not contain an adult

food stamp recipient increased from 1.7 percent (4,000 households) in FY88 to 3.1 percent (9,000

households) in FY89. This increase is consistent with the hypothesis that, once legal, the workers

who were granted resident status under the LAWS program were more likely to apply for food

stamps for their U.S.-bom children.

The evidence to support the hypothesis that the recent increases in FSP participation were

caused by changes in immigration legislation are persuasive, but not conclusive. Neither the

number, nor the proportion, of households that contained an alien increased between FY88 and

FY89. ALso, much of the increase in FSP participation occurred in states with large Hispanic

populations-for example, California. Thus, it is unclear whether changes in participation in these

states were caused by the fact that more I-N,span/csentered the program, or whether other factors,

specific to those states, caused more households, including those headed by I-Iispanics, to enter

the progrnm

2. Chan_es in the FSP

Between FY88 and P'Y89, the proportion of household entrants that received expedited

service-benefits within 5 days after initial application-increased from 26.4 percent to 29.9

percent. The number of households receiving expedited service increased from 66,000 to 87,000.

This may reflect an increase in the number of homeless entering the FSP, the number of

households with high shelter costs entering the FSP, or the number of households with little or
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no income (the number of households with zero net income increased by 31,000 between FY88

and FY89). However, we have no evidence that an increase in the availability of expedited

service caused the increase in participation.

The QC data do not support the hypothesis that an increase in the length of the

certification period contr/buted to the increase in FSP participat/on. Two factors contradict this

hypothesis. Ftrst, the average certification period for all FSP-partidpating households fell from

9.8 months in FY88 to 9.7 months in FY89. zz Second, the number of households that left the

program increased between FY88 and FY89.

3. Chantes in Other Public Assistance Pronrams

The QC data provide contradictory ev/dence about whether the exps_ion of Medicaid

eligibility was an explanatory factor in the increase in FSP participation. The proportion of

households that entered the FSP which also participated in Medicaid increased from 76.4 percent

in FY88 to 81.0 percent in FY89. Between FY88 and FY89, an additional 45,000 households

receiving Medicaid entered the FSP. Yet neither the proportion of women who entered the

program nor the proportion of households that entered the I=SP with children changed, even

though the changes in the Medicaid program affected primarily women and children. S;milar]y,

although no data arc available on the number of FSP households that participate in WIC, the

absence of an increase in women and ch/Idren who entered the program suggests that expansions

in thc WIC program were not an important reason for the increase in FSP participation.

The increase in AFDC participation between FY88 and FY89 was not mirror{_ by an

increase in the proportion of AFDC-redpient households that entered the FSP. Although the

number of AFDC-rec/pient households that entered the program did not change, the proportion

of AFDC-recipient households that entered the FSP declined from 22.1 percent in FY88 to 19.0

zz These figures are not shown in Table IVY- or Table IV.3.
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percent in FY89. Between FY87 and FY88, the proportion of entering AFDC-recipient

households increased by over 6 percentage points, but this increase did not coincide with the

increase in FSP participation.

C. SUMMARY

The increase in FSP participation between FY88 and FY89 was due primarily to an

increase in the number of households that entered the progrAm_ and not to an increase in the

length of time spent on the program In fact, the average number of households that entered the

program each month geaerally increased between FY86 and FY89.

Our analys/s with the QC data supports the hypothesis that the changes in immigration

legislation contributed to the increase in FSP participation. Evidence fi'om the OC data does not

clearly support any of the other explanations. The OC data contradict the following explanations

for the increase: (1) increases in female-headed households, (2) increases in the length of

certification periods, and (3) increases in participation in AFDC. Evidence for the explanations

that increases in the number of working poor and expansions in Medica/d eli_'billty caused the

increase in FSP participation/s mixed.

While these results provide clues about the reason for the recent increase in participation,

they should be treated with caution. Three qualifications should be rcco_ l='trst,if many

factors contributed to the increase in participation, we may not be able to identify those factors

by examining the composition of entering households. For example, if expansions in the AFDC

program caused some, but not most, of the increase in participation, then the proportion of

AFDC-recipient households that entered the FSP may not increase and could even fall Second,

we do not have OC data for the first half of FY90, when much of the increase in participation

occtured and when increased unemployment appeared to be a particularly important factor. We

propose expanding this analysis to include data for the first hal/of FYg0 when they become
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ava/lable. Third, thc nat/onw/de analys/s of the character/st/cs of households that entered the FSP

could hide important variations by state. However, the number of observations in the sample are

too fcw to d/scem small changes over time in the character/atica of households at thc state level

In future work, we propose e:rsmining the data aggregated by broad geographical region and by

sets of states categorized by similar time-parterre of FSP part/cipation.
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V. SYNTHESIS AND CONCLUSIONS

This chapter draws together the analyses in the previous chapters to present our findings

to date on the reasons for thc recent rise in FSP participation. These findings are based on our

initial analyses of aggregate and quality control data, and, for that reason, should be viewed as

pre 'hminary. In future work, which we discuss in the next chapter, we expect to expand these

analyses. We also expect to conduct interviews with state and local administrators to obtain

information on changes in the characteristics of new entrants to the progrnrn_ FSP admin/strative

procedures and benefits, and other features of related progrnms such as AFDC, and their

percept/om of factors that have contnbuted to recent changes in FSP participation.

_ In Chapter I we presented data which showed that participation in the FSP increased by

roughly 1 million individuals between FY89.2 and FYg0.2. This growth in participation has been

fairly widespread across the United States. Forty-four states and the District of Columbia

experienced a growth in participation between FY89.2 and FYg0.2. However, the size and timing

of this increase have varied considerably by state. Three states-Texas, California, and FI.orida-

accounted for nearly half of the increase in participation between FY89.2 and FYg0.2.

Participation has been/l'owing in these and a few other states for several years, while other states

have experienced an upturn in participation as recently as the first quarter of FYg0.

A number of factors may have contributed to the increase in FSP participation. These

include economic factors, such as increases in unemployment and changes in the availability of

low-waga jobs; demographic changes, such as an increase in thc number of female-_

households; and changes in the number of eligible FSP households generated by thc recent IRCA

legislation (the LAWS and SAWS progrRm.c) that affects undocumented aliens who reside in the

United Sta*___ Recent changes in thc Food Stamp Program, such as increases in the value of

benefits, may also have contributed to the rise in participation. Changes in other public assistance
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progr_m_, such as the recent cxpR_ions in Med/caid eligibility for pregnant women and children

and the wider availability of WIC benefit_ may have brought more/nd/v/duals into the public

as._tance system and hence into the FSP.

In the analysis conducted to date we have been able to c_'amine the effect of some of these

potential explanations for the/ncre_o in FSP participation. Specifically, we have been able to

examine the influence of several economic and demographic factors, as well as the legalization

of undocumented aliens. We have also ,'_mlncd the effect of changes in recipients in the

AFDC, Medicaid, and WIC programs, but have not been able to examine directly the effect of

changes in the FSP.

A first step in assessing the eammt to which we can explain the recent rise in FSP

participation is to examine data on changes in key explanatory variables to determine whether

these variables have moved in ways that may explain the increase. Table V. 1 provides national

data on changes in the major variables used in the regression models e_rnmlned in Chapter U123

Changes for two time periods-FY88.2 to FYg0.2 and FY89.2 to FYg0.2-are reported. An

e_aminat/on of the data in the table indicates that:

· Increases in unemployment are ,,n!,_ly to explain much of the increase
in FSP participation. Unemployment declined by 314,000 over the two-
year period, although it rose last year Coy 163,000).

* The number of AFDC recipients rose substantially, with the increase
occurring in the last year. Th/-, large increase in recipients under the
regular AFDC program is clearly correlated with the increase in FSP
participation.

Z_The variables are lagged in the same way as they were in the regressions. For example, the
unemployment data are lagged by one quarter, so that the change fix)m FY88.2 to FYg0.2 is
really the change from FY88.1 to FYg0.1.
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TABLEV.l

C!IABGESIN FrspPARTICIPATIONAll) KEYEXPt.ARA_Y VARIABLES:
NATIONAL DATA

(thousands)

Change Change
F'_a.2 F'YOe.Z !n_.2 tnme._to F'_O.2 F,me.2w F'_O.2

Food Stamp Program Participation 18,923 18,907 19,972 1,049 1,06S

IkJber of IJnmlpJeyed (Jagged me quarter) 6,666 6,189 6,352 -314 163

AFDCRecipients 10,785 10,753 11,143 358 390

Nedicald Reclplen&sa (Jagged eomquarter) 2,873 2,873 3,667 994 994 i

¥lC Recipients (I .,_. _ one quarter) 3,319 3,745 4,316 997 571

LANS and SANS (lagged tuo qumrt_rs) 642 1,888 2,111 1,469 223

aliledicaJd recipients ire categorically needy recipients not receiving cash assistance.



· The number of Medi_id redpiems who are categorically needy but not
receiving cash assistance did not r/se between FY88 and FY89, but this
category of Medicaid recipient is projected to rise substantially between
FY89 and FY90? If this increase is occurrin_ it is likely to affect FSP
participation.

· The number of WIC recipients also rose during the last two years. This
increase might also have cont_uted to the increase in FSP participation.

· A substantial n-tuber of aliens were granted resident status during the
last two yeats as part of the LAWS and SAWS pmgrnm-_ This increase
in the !egnli___-,4population may also have had an impact on FSP
participation.

In order to assess the impact of these changes in key explanatory variables on FSP

participation, we multiplied the changes in the explanatory variables by our regression model

coefficients and compared the results with the overall change in F'SP participation. The purpose

of this exercise was to indicate the degree to which any one factor may have conm'buted to the

rise in participation, as well as the extent to which the overall increase can be explained by our

models. Table V.2 reports the results of these calculations for the national change in

participation over the last year. We provide a high and a Iow estimate based on the range of

coefficient estimates that we found? We used the state-level results for these estimates, since

we believe that they provide more stable estimates of the coe_cients than do the national-level

results. We also used the coefficients in the models that included AFDC as an explanatory

variable. In the text we comment on the implications of the models that excluded the AFDC

variable. We do not provide estimates for the WlC program, since our analysis of its effect on

FSP participation was inconclusive.

Z4As noted previously, Medicaid data for NYg0 are not yet available. We have used FYg0
projections in our .--IysiL

2'VI'ne table footnotes indicate which specific coefficient estimates were used.
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TABLE V.2

THE EFFECT OF CHANGES IN KEY EXPLANATORY VARIABLES
ON FSP PARTICIPATION:

FY89.2 TO FYg0.2

Pred/cted Change in the Number Percent of Change
of FSP Partidpants in FSP Participation

(thousands)

Actual Change in
FSP Participation 1,065 100.0

Number of Unemployed 64 to 102 6.0 to 9.6

Medicaid Recipients 191 to 293 17.9 to 27.5

LAWS and SAWS 9 to 63 0.9 to 5.9

Change in FSP Participation
by

Unemployment, Medicaid,
and LAWS and SAWS 264 to 458 24.8 to 43.0

" AFDC Recipients 390 to 457 36.6 to 42.9

Total Explained Change in
FSP Participation 654 to 915 61.4 to 85.9

NOTE: The est/mates in this table were computed by muir/plying the change in the
explanatory var/able reported in Table V.1 by the estimates of the effect of each
variable. The coefficient estimates were taken from state-level models 2, 3, 4, and 8
in Table m_:_.
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An e_,minntion of the results in Table V.2 indicates that, overall, the four main

explnnatory variables included in the table explain 61 to 86 percent of the increase in FSP

participation that occtured in the last year. By variable, the results suggest that:

· The change in unemployment explains some of the change in FSP
participation (6 to 10 percent), but this factor clearly does not account
for most of the change.

· The large increase in AFDC recipients in the last year appears to be the
key variable that is correlated with the increase in FSP participation.
This variable appears to explain 37 to 43 percent of the increase.

· The projected increase in Med/ca/d rec/pients also appears to be an
important factor, explain;rig 18 to 28 percent of the increase in FSP
participation.

· The recent legalization of undocumented aliens under the LAWS and
SAWS programs appeat_ to explain relatively little of the increase in FSP
participation in the last year (1 to 6 percent). However, this result is due
partially to the fact that our model assumes that an increase in legalized
immigrants affects food stamp participation with a two-quarter lag. If we
used a longer lag, we would attribute a larger share of the last year's
increase in participation to this factor. Since our models did not enable
ns to determine the best lag for this variable, we should focus solely on
the effect of the LAWS and SAWS programs over a several-year period,
rather than to try to estimate its effect in any one year. Using a two-year
period and the average of our regression coefficients, our results suggest
that the newly legalized aUem accounted for 26 percent of the increase
in FSP participation.

These findings suggest that three factors-the cxpnn-_ion of Medicaid, increased

unemployment, and the legalization of undoctunented aliens under IRCA--explalnod between 25

and 43 percent of the increase in FSP participation experienced in the last year. The findings

also suggest that the increase in AFDC participation was an important factor. However, since

we did not identify any major changesin the AFDC program that were expected to cause large

increases in AFDC pardcipation during the last year, this finding does not really explain the rise
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in FSP participation. _ Rather, it suggests that we should explore the reasons for the increase

in AFDC recipients.

Table V.3 shows the estimated effect of key explanatory variables on FSP participation for

the 10 states that showed the largest increase in FSP partidpation in the last year? The results

show some interesting re/ioual patterns. F'u3t, the expansion of Medicaid appears to have been

quite important in some states-Arizona, Florida, New Jel_ey, Pennsylvania, and Texas-but it

appears that the program grew little if at all in the other states. Florida and Texas are two of the

three states that had a large increase in the income threshold for pregnant women and infants

since 1988 (see Table IL2).

Second, increased unemployment was a key contributing factor toward the increase in FSP

partidpation in the northern and eastern states-New York, Massachusetts, M/ch/gan, New

$ev_--y, New York, and Penn.sylvania. In some of these states,. New York in particular, it was

clearly the major explanatory factor for the rise in FSP participation. In the western and

southern states, increased unemployment was much less important in explslning thc rise in FSP

" participation. In fact, unemployment declined in Arizona and Texas during the last year.

Third, the legalization of aliens under IRCA was most important as an explanatory factor

in California, a state with roughly haft of all the LAWS and SAWS applicants granted resident

status. This factor i appears to have had some effect in Arizona, Flor/da, and Texas.

only major recent changes/n the AFDC pm/ram itself are the creation of the JOBS
program and the expansion of AFDC-UP to ali states. While the JOBS program provides some
additional benefits to AFDC part/c/pants that may increase the attractiveness of AFDC, its
purpose is to increase the likelihood that redpients leave the AFDC rolls. Moreover, this
program and the expansion of AFDC_UP are just now being implemented. For these reasons,
they are unlikely to have accounted for the rise in AFDC participation experienced in the last
year.

ZTAsshown in the table, the procedure for calculating the effect of the explanatory variables
can lead to the anomalous situation that more than 100 percent of the change in FSP
participation is 'explained.' One should view the results as indicating the relative importance of
the explanatory variables in each state.
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TABLE V3

THE EFFECT OF KEY EXPLANATORY VARIABLES ON
FSP PARTICIPATION FOR S!_.F_CTED STATES:

FY89.2 TO FY90.2

Estimated Effect (Percent)

Change in Number AFDC Medicaid LAWS and Total
Parl/dpation Unemployed Recipients Recipients SAWS Explained

Texas 254,488 -2.7 29.1 20.9 2.0 49.3

California 136,667 9.4 99.4 -18.0 15.2 106.0

Florida 117,667 15.5 35.5 43.4 43 98.7

New York 57,692 55.3 -19.3 -5.4 1.7 323
--.I

_" Arizona 49,101 -24.8 36.6 16.4 3.1 31.3

Georgia 43,613 7.0 59.1 -5.1 1.5 62.5

Michigan 37,701 28.1 23.9 1.3 0.4 53.7

New Jetr_] 35,759 36.5 24.8 28.2 1.0 90.5

Massachusetts 31,888 47.2 62.8 4.9 0.6 115.5

Penn_lvania 29,172 32.6 -40.3 37.3 0.6 30.2

SOURCE: The estimates in this table were computed by multiplying the change in the explanatory variables for each state by the estimates
of the effect of each variable. The coefficient estimates are the average coefficients from state-level models 2, 3, 4, and 8
reported in Table 111.3.



Finally, a concomitant increase in AFDC participation occurred in all but two of the states

that experienced a large increase in FSP participation. In these two states--New York and

Penn,,Ivan/a-the number of AFDC recipients declined over the last year. In summary, our

prellm(nnry findingS from the aggregate data suggest that three factors-the expansion of the

Medicaid progrsm; increased unemployment, and the legalization of undocumented aliens under

IRCA--contn'buted to the increase in FSP part/dpation. The hnportance of each of these facto_

and the extent to wh/ch the three factors explain the increase in FSP participation, var/es by state.

Our prel/m;nnry analysis of the household-level OC data also provides some supporting

evidence for the hypotheses that IRCA legislation and the expansion of the Medicaid program

contributed to the increase in FSP participation. The household-level data indicate that much

of the increase in participation is due to an increase in the number of entrants to the progrnm_

rather than to an increase in thc length of time that households spent in the program This

finding supports the IRC,A, and Mecticaid hypotheses, since they rest on the notion that new

individuals are enter/n E the FSP. Some of the data on the character/st/cs of FSP entrants also

provide some ev/dence to support these hypotheses-we found that a larger percentage of recent

entrants are in households headed by Hispanic persons and households containing no adult food

stamp recipients (supporting the IRCA hypothes/s), and that a larger proportion of recent

entrants received Medicaid. However, the findings from the household-level data should be

interpreted cautiously, since we have not yet examined OC data for FYg0.

The increase in FSP participation was strongly correlated with the increase in AFDC

participation. But, since the recent changes in the AFDC program have not yet been

implemented on a widespread scale, it is unlikely that increases in AFDC caused the increase in

FSP part/c/pat/on. Instead, factors which caused the increase in FSP participation were probably

also responsible for the increase in AFDC.
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It is ,,!iicely that the expamkm of the Medicaid pmil'sm_ changes in unemployment, and

ERCA legislation explain the entire increase in FSP participation. Other factors, such as changes

in the economy that are not reflected in the unemployment rate, along with demographic and

sociological changes, changes in the FSP, and the expansion of WIC, might have contributed to

the increase in FSP participatian. But, we do not have enough data available on these factors

to enable us to evaluate their role, or the data fail to provide strong evidence for their

importance.

In this report our ana_is bas fx_used on explaining the increase in FSP participation

between FY89.2 and FYg0.2. But many of the states with large absolute increases in

participation over this period have experienced steady increases in participation over the past

three or four years. While long-term tnmds in economic or demographic factors arc unlikely to

have contnl)uted to the sudden increase in FSP partidpat/on in some states during the past year,

there factors may explain lont_r-term trends in FSP participation.

The results in this report are prellmlrlary. We have been unable to pinpoint the causes

of the recent increase, and, hence, we can not predict furore trends in FSP participation.

Moreover, ava/lable evidence on the magnitude of the effects and the process by which Medicaid

expansions, increased unemployment, and the legsliT_fion of undocumented aliens under [RCA

have led to the increase in FSP participation is relatively weak. A further investigation of the

causes of the increase in FSP participation is clearly warranted.
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VI. FLrlqJRE WORK

In this chapter we describe further research that we propose unde_slrlng to supplement

our anaiysh in Chapters H, HI, and IV of this report. This research will entail (1) extending the

analysis of the aggregate data _ in Chapter HI, (2) performing further analysis of

household data fi'om the Food Stamp Program Quality Control (QC) databases, (3) conducting

a survey of state and county directori of the FSP and state directors of other public assistance

program.,; and (4) analyzing whether the increase in partidpation occurred as a result of changes

in the number of eligibles or changes in the participation rate using data from a large-scale

household survey.

A. FURTHER ANALYSIS OF AGGREGATE DATA

Our analysis of the aggregate data can be extended b_

· Estimating the proportion of longer-term changes in FSP participation,
for example changes over the past three of four years, that can be

.. explained by unemployment, expansions in Medicaid, and the IRCA
legislation.

· Experimenting with specifications of the model that allow the impact on
FSP participation of the explanatory variables to change over time.

· Including other explanatory variables in the regression models. Possible
candidates for inclusion include state population, food prices, employ-
ment in low-wage industries, and participation in other public assistance
programs such as SSL ii th_ can be obtained by state or region.

· Using data on the number of Medicaid recipients in categories other than
those who are categodcaUy needy and do not receive cash assistance.

· Estimatiag the recession model separately for two categories of FSP
participants: (1) those who receive cash assistance from other progrsms,
and (2) those who do not receive any cash assistance. This allows us to
determine whether the various factors differ in their impact on the
number of FSP participants in each of these categories.

· Experimenting with alternative specifications and estimation technlquea.
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The analysis presented in Chapter IH found that AFDC participation was one of the most

important explanatory variables for FSP part/c/pat/on. Since we did not observe any major

changes in thc AFDC progrsm; the causes of the increase in AFDC panidpation are elusive.

A better understanding of the reasons for the increase in AFDC part/dpafion may shed light on

the reasons for the increase in FSP participation. We will adopt two research strategies to

investigate the causes of the increase in AFDC part/c/pat/on. First, we will investigate whether

changes in the AFDC program (other than the introduction of the IOBS and AFDC-UP

progrAm_) can cause the increase in part/a'pat/on. For e_mple, an increase in the real value of

benefits could cause an increase in AFDC pargc/pat/on. Second, we will estimate regression

models slmilsr to th(l_ _ in Chapter ITTin which we will use AFDC part/c/pat/on, rather

than FSP participation, as the dependent variable.

B. FURTI-_R ANALYSIS OF TIlE HOUSEHOLD DATA

To date, we have used household-level data from the QC databases for FY86, FYS'7, FY88,

and FY89, but since much of the growth in FSP participation _-tured in early FY90 it would

be useful to extend the analysis to FY90 when the data become available-

In addition, further work can be done with the FY86 through FY89 data sets. This work

will entail e_r_mining the characteristics of the ongoing caseload over time. It may also be

illuminating to compare the characteristics of entrants across different groups of states. States

may be grouped ac__rding to their time-pattern of parfidpafion (identified in Chapter I), or by

broad geographical region. In addifion_ we can assess whether the dmracterisfics of particular

groups of entrants--su_ as households with earnings--changed over time. However, the

usefulness of this analysis of separate groups of households will be limited by the relatively small

number of households in each group.
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C. SURVEY OF STATE PROGRAM ADMINISTRATORS

We will conduct a telephone interview survey with about 15 state FSP directors, two or

three county FSP directors in each of the 15 states, state directors of Med/ca/d, WIC, and AFDC,

and the directors of relevant advocacy groups. The interviews will collect data on the FSP

program and other assistance programs that are not available from other sources. The data

collected will be both quantitative and q_ulltative and will be used to conduct case stud/es of the

increase in FSP partidpation in the selected states. Tn addition, we expect that FSP

a_trators will provide us with useful in.sights about the causes of the increase in FSP

participation in their stat___

The survey will request the following information from state and county FSP directors:

· What factors do they believe were respons_le for the changes in the
caseload size?

· Has the caseload size changed more dramatically in certain areas of the
state or counties than in others? What are those areas or counties?

· Have changes in the size of the food stamp caseload been caused
" primarily by changes in the number of newly certified cases or by changes

in the duration of spells of receipt?

· Do the characteristics of new applicants differ now from what they were
before the caseload size began to change?

· Have changes been made to program operations, such as outreach efforts
or longer office hours, that m/ght have contributed to the change in the
caseload size?

Similar information will be obtained from the directors of advocacy groups for low-income

persons. The survey will also obtain more limited information on Medicaid, WIC, and AFDC

from the state directors of those programs. The survW will collect the following information from

the directors of other public assistance programs:

· Recent state and county trends in program caseloads
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· Changes in program operations and other factors that may explain the
trends in program caseloads

· Referrals to the FSP

The fifteen states chosen for the case studies are Arizona, California, Florida, Georgia,

Massachusetts, Michigan, Minnesota, Missouri, New Jersey, New York, North Carolina, Ohio,

Oregon, Texas, and Wisconsin. We d/d not select these states randomly, but according to the

following five criteria:

1. We chose some states because they showed a large absolute change in
the number of participants over the period. Three states-Texas,
Cai/lorn/a, and Florida-together account for an increase in participation
of over 650,000 persons between FY87 and FYg0.

2. We chose some states which exl_it each of the four distinct patterns of
FSP participation (see Chapter 1]. We selected at least two states from
each category.

3. We chose states from each broad geographical region of the country,
which will enable us to compare states which have experienced d/fferent
changes in their economy and demographic composition.

4. We chose only states with fairly large food stamp caseloads, so that any
change in part/cipafion in one of those states could have a significant
impact on overall participation. AH the states that we chose have
caseloads of over 200,000 persons.

5. We chose some pairs of states whose geographical location and economy
are sim_ar but which showed disparate changes in participation levels.
For example, Minnesota experienced a large increase in participation
over the past three years, while Wisconsin experienced a decline in
participation over the same period. Michigan and Ohio also showed
disparate participation levels during that period.

We anticipate that the interviews will provide us with severnl types of information not

available from other sources.
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1. Counw-Level Data

Program directors may be able to provide us with up-to-date data on FSP participation at

the county level More disaggregated data supplied by county FSP directors would help us

pinpoint the posm_le causes of the increase in FSP participation. For example, if the increase

in participation is concentrated in counties with large immlg_nt populations, it would SUggest that

the changes in immigration laws may be an important explanatory factor for the increase in FSP

participation.

2. C-"hangesin the FSP

Many of the changes in the FSP are introduced at the state rather than the national level

State and county FSP d/rectors will be able to provide deta/led information on program

operations-such as the working hours of the benefits office, the number of caseworkers, the

length of certification periods, and any changes in the application p_rocca___We also hope to learn

about outreach pwgrams that may have been implemented and their target groups.

3. Changes in Other PubI/c Assistance Prosn-ams

By asking the directors of other public assistance programs about the reasons for any

increase in participation in their programs, we hope to distinguish between (1) factors that

increased participation but are un/que to those programs (for example, changes in eligl_/lity

rules), and (2) factors that increased participation but are common to many public assistance

progrRms, including the FSP (for example, worsening economic conditions). This distinction will

shed light on whether the relationship between participation in the FSP and other programs is

due to the fact that an increase in participation in other progrsntq caused an increase in

participation in the FSP, or whether the association is due to slmfiar fac'mrs that influenced

participation in an programs. We will also ask program directors for their opinion about how

changes in participation in their programs may affect participation in the FS?.
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4. Information on Factors That Are Not F,asity Measurable

A number of factors that may have increased participation are very _t to measure..

For example, an increase in homelessne_ an increase in the number of dysfunctional families,

or changes in social attitudes towards welfa_ may have increased FSP participation. It may be

that program d/rectors, espedaUy at the c,ouaty level, will have acquired knowledge about the

importance of these factors from having worked more closely with individual cases. We expect

that program directors will also be more knowledgeable about recent economic conditions (for

example, reductions in the demand for al_altural labor due to bad weather, reductions in the

staff or work hours at major factories, sluggish wage growth, etc.) that may affect FSP

participation but are not reflected in the available unemployment data.

D. ANALYSIS OF HOUSEHOLD SURVEY DATA

With the data currently available we cannot determine whether the recent changes in FSP

participation occurred because of: (1) an increase in the number of FSP-eligible households, or
1

(2) an increase in the proportion of FSP-eligl_le households who choose to participate (the

participation rate). To address this issue, we need data on households who do not participate in

the FSP in addition to data on households who participate in the program_ Two potential data

SOUrCeS life:

· The Current Population Survey (CPS), an nnnual national survey of
households contslnin_ demographic and economic information on
households

· The Survey of Income and Program Participation (SIPP), a nationally
representative survey of individuals in the U.S. designed to provide
information on wealth, monthly income, household composition, and
pro/ram part/dpation

An analysis of trends in partdpaton rates between 1975 and 1987 using the CPS WIUbe

undertaken shortly. An analysis of participation rates in the past two years can be undertaken

82



using either the CPS or SIPP when these data eventually become available. These data will also

prov/de us with a richer source of information on the character/st/cs of households participating

in the program.
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APPENDIX A

PLOTS OF FSP PARTICIPATION BY STATE
FY86.4 TO FYg0.2
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APPENDIX B

PLOTS OF FSP PARTICIPATION, AFDC PARTICIPATION, AND
L_n_lS_I.__ RATE BY STATE

FY86.4 TO FYg0.2
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